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COMMISSIONERS A
JEFF HATCH-MILLER - Chairman £ = BRIAN.C. MS:NEIL
WILLIAM A. MUNDELL ) Executive Director
MIKE GLEASON B0

‘ KRISTIN K. MAYES
BARRY WONG ARIZONA CORPORATION COMMISSION

DATE: DECEMBER 21, 2006
DOCKET NO: T-03774A-06-0271
TO ALL PARTIES:
Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

ABOVENET COMMUNICATIONS, INC.
(FINANCE)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

JANUARY 2, 2007
. The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Working Session and Open Meeting to be held on:

JANUARY 16, 2007 and JANUARY 17, 2007

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Secretary’s Office at (602) 542-3931.
BRIANC. Mcygé?/

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az. us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-03774A-06-0271
ABOVENET COMMUNICATIONS, INC. TO

INCUR DEBT AND/OR ENCUMBER ASSETS TO
GUARANTEE DEBT INCURRED BY AN DECISION NO.
AFFILIATE.

ORDER

Open Meeting
January 16 and 17, 2007
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission™) finds, concludes, and orders that:

FINDINGS OF FACT

1. On April 24, 2006, AboveNet Communications, Inc. (“AboveNet” or “Applicant™)
filed an application with the Arizona Corporation Commission (“Commission”) for authorization to
encumber its assets in the State of Arizona in connection with providing its guarantee, serve as
borrower or co-borrower, or to otherwise provide security in connection with financing up to $500
million for its' parent, AboveNet, Inc. (“Parent”) (Parent and AboveNet, collectively, the
“Borrowers”). The stated purpose of the proposed financing is for general corporate purposes, capital
expenses and working capital, as well as for acquisition of other telecommunication companies
and/or telecommunication equipment. AboveNet wishes to make asset pledges including security
interest in its receivables, tangible personal property, equipment, and intellectual property as
collateral security for the debt.

2. On September 7, 2006, Applicant filed a Notice of Filing Affidavit of Publication.

S:\Bjelland\Telecom\Financing\060271 .doc
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3. On September 28, 2006, the Commission’s Ultilities Division (“Staff”) filed a Staff
Report recommending approval of the application to pledge assets as a guarantee for affiliate debt
and denial of the request to incur debt.

4, On October 16, 2006, AboveNet filed its Comments on the Staff Report. In its
Comments, AboveNet asserted that because it is a foreign public service corporation using its
facilities to provide interstate communications services, it does not need Commission appreval to
issue any evidences of indebtedness pursuant to A.R.S. § 40-301(D). AboveNet further stated that, in
addition to Staff’s recommendation that AboveNet be authorized to pledge assets as a guarantee for
its Parent’s debt, Staff should specifically recommend that AboveNet be authorized to encumber its
assets if AboveNet were to incur its own debt, consistent with its argument that it does not need
Commission approval to incur debt.

5. By Procedural Order issued on November 1, 2006, Staff was ordered to file a response
to AboveNet’s Comments.

6. On November 15, 2006, Staff filed its Response to Company’s Comments. Staff
stated that AboveNet is correct in its analysis regarding its authority to incur debt pursuant to A.R.S.
§ 40-301(D). However, Staff stated that AboveNet’s request to encumber its assets is a transaction
which does require Commission approval. Staff further stated that during the discovery process in
this matter, AboveNet indicated that it would not incur any debt on its own, and Staff relied upon this
set of circumstances in conducting its analysis and reaching its conclusions in this matter.

7. On November 29, 2006, by Procedural Order, a procedural conference was scheduled
for December 11, 2006, in order to discuss the issues raised by the parties in their filings. At the
procedural conference AboveNet and Staff represented that there was no material disagreement with
regard to the recommendations in the Staff Report and that so long as Staff’s recommendations would
not be interpreted as a permanent restriction on AboveNet’s ability to incur debt, AboveNet had no
objection to Staff’s recommendations.

8. AboveNet provides fiber optic based competitive data video and internet services to
customers in 31 states and the District of Columbia. It is a reseller of non-switched high-capacity

fiber-optic telecommunications services, and in Arizona has invested in a switch and in facilities for
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. 1 | intrastate telecommunications and also provides intrastate services through resale arrangements with
other carriers.

9. AboveNet has requested authorization to serve as borrower or co-borrower for

W N

financing up to $500 million and to encumber its assets by providing a guarantee or other security in

(9]

connection with the financing by itself or the Parent. The interest rate will likely be the market rate
for similar financing and will not be determined until each financing is finalized. According to Staff,
it is expected that the revolving senior credit facility will bear interest at a rate equal to LIBOR' plus |

300 basis points, or the bank’s prime rate plus 150 basis points.

O 0 N0 N

10. Staff reviewed the proposed transaction and determined that it would not impair the
10 { financial status of AboveNet, would not impair its ability to attract capital, nor would it impair the
11 | ability of AboveNet to provide safe, reasonable and adequate service. Staff stated that although the
12 }application implies that either Applicant or the Parent may incur the debt, in response to Staff data
13 [ requests AboveNet stated that only the Parent, and not AboveNet, would borrow funds, and that

. 14 | Applicant would only encumber its assets in support of the Parent’s borrowing. Staff stated that
15 | AboveNet’s customers have alternative service providers and would not experience significant harm
16 [l in the event that Applicant or Parent has financial difficulties.
17 11.  Staff recommended approval for AboveNet to pledge assets as a guarantee or to
18 | provide other forms of security for the proposed financing of up to $500 million by the Parent subject
19 | to the condition that all Arizona customer deposits and prepayments be excluded from encumbrance,
20 | or if they are, that they are secured by a bond which is not included in the pledged collateral.
21 12.  Staff further recommended authorizing AboveNet to engage in any transactions and to
22 execute or cause to be executed any documents necessary to effectuate the authorizations requested
23 | with the application. Staff recommended that AboveNet file copies of the executed loan closing and
24 | security documents pertaining to any authorization granted with Docket Control, as a compliance
25 |[litem in this docket, within 90 days of each transaction.
26 13.  Staff did not recommend authorization for AboveNet to incur new debt.

®

28 | London InterBank Offered Rate.
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14. Staff’s recommendations should not be interpreted as a permanent restriction on

[

AboveNet’s ability to incur debt.

2

3 15.  Staff’s recommendations are reasonable and should be adopted.

4 CONCLUSIONS OF LAW

5 1. Applicant is a public service corporation within the meaning of Article XV of the

6 | Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

7 2. The Commission has jurisdiction over Applicant and the subject matter of the

8 | application.

9 3. Applicant’s request to encumber its assets is a transaction that requires Commission
10 | approval. However, pursuant to A.R.S. §40-301(D), AboveNet’s ability to issue debt remains
11 {unrestricted as discussed herein.

12 4, Notice of the application was given in accordance with the law.
13 5. The financing approved herein is for lawful purposes within AboveNet

Communications, Inc.’s corporate powers, is compatible with the public interest, with sound financial

[
=

——
(9,

practices, and with the proper performance by AboveNet Communications, Inc. of service as a public

[E—
(=)

service corporation, and will not impair AboveNet Communications, Inc.’s ability to perform that

[u—y
~

service.

f—
o0

6. The financing approved herein is for the purposes stated in the application and is

—
o

reasonably necessary for those purposes, and such purposes are not, wholly or in part, reasonably

[\
[}

chargeable to operating expenses or to income.

N
[

ORDER

N
N

IT IS THEREFORE ORDERED that the application by AboveNet Communications, Inc. for

N
W

authorization to encumber assets in connection with new financing as provided for herein, shall be,

[\
S

and hereby is, granted, conditioned upon its compliance with Staff’s recommendations as described

N
wn

herein.

26 IT IS FURTHER ORDERED that Staff’s recommendations set forth herein are hereby

. 27 | adopted.

28 IT IS FURTHER ORDERED that AboveNet Communications, Inc. shall comply with the
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' DOCKET NO. T-03774A-06-0271

—

adopted Staff recommendations as set forth herein.

IT IS FURTHER ORDERED that AboveNet Communications, Inc. shall file, as a compliance
item in this docket, a statement of whether all Arizona customer deposits and prepayments are
excluded from encumbrance, or whether they are secured by a bond which is not included in the
pledged collateral, within 30 days of the transaction.

IT IS FURTHER ORDERED that AboveNet Communications, Inc. is hereby authorized to
engage in any transactions and to execute any documents necessary to effectuate the authorization

granted herein.

O 0 N N W B W

IT IS FURTHER ORDERED that such authority is expressly contingent upon AboveNet

—
<o

Communications, Inc.’s use of the proceeds for the purposes set forth in its application.

[omary
[am—y

IT IS FURTHER ORDERED that approval of the financing set forth herein does not

—
[\

constitute or imply approval or disapproval by the Commission of any particular expenditure of the

—
(8]

proceeds derived thereby for purposes of establishing just and reasonable rates.
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IT IS FURTHER ORDERED that AboveNet Communications, Inc. shall file with the
Commission copies of all executed financing documents setting forth the terms of the financing with
Docket Control, as a compliance item in this docket, within 90 days of obtaining such financing.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN - COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2007.

BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT
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SERVICE LIST FOR: ABOVENET COMMUNICATIONS, INC.

DOCKET NO.: T-03774A-06-0271

Michael W. Patten

ROSHKA, DeWULF & PATTEN
400 East Van Buren Street, Ste. 800
Phoenix, AZ 85004

Joan M. Griffin

Melissa S. Conway

KELLEY DRYE & WARREN
3050 K Street N.W., Ste. 400
Washington, DC 20007

Jill Sandford
ABOVENET, INC.

360 Hamilton Avenue
White Plains, NY 10601

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007
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COMMiISSIONERS

JEFF HATCH-MILLER - Chairman BRIAN C. MCNEIL

WILLIAM A. MUNDELL Executive Director
MIKE GLEASON
‘ KRISTIN K. MAYES
BARRY WONG ARIZONA CORPORATION COMMISSION
DATE: October 2, 2006
DOCKET NO.: WS-01303A-06-0283
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

ARIZONA-AMERICAN WATER COMPANY, INC.
(FINANCING)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

' OCTOBER 11, 2006
The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

OCTOBER 17 AND 18, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIAN.C. McXEIL

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2827 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF DOCKET NO. WS-01303A-06-0283
ARIZONA-AMERICAN WATER COMPANY,
INC., AN ARIZONA CORPORATION, FOR
AUTHORITY TO INCUR LONG-TERM DEBT
THROUGH ITS AFFILIATE, AMERICAN WATER
CAPITAL CORPORATION. ORDER

Open Meeting
October 17 and 18, 2006
Phoenix, Arizona

BY THE COMMISSION:

On April 26, 2006, Arizona-American Water Company, Inc. (“Arizona-American”) filed with
the Arizona Corporation Commission (“Commission™) an application for authority to incur long-term
debt through its affiliate, American Water Capital Corporation (“American”) and for authorization of
payment obligations to the City of Tolleson, Arizona.

* * * * * * * * * ¥
Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. Arizona-American Water Company, Inc. (“Arizona-American” or “Applicant™) is a
Class “A” Arizona public service corporation providing water and wastewater services in portions of
Mohave, Maricopa and Santa Cruz counties. Arizona-American provides utility service to
approximately 97,000 water customers and 47,000 sewer customers in Arizona.

2. Arizona-American currently has three rate cases in progress for the following districts:
(1) Mohave Water and Wastewater, Docket No. WS-01303A-06-0014; (2) Anthem Water and
Anthem/Agua Fria Wastewater, Docket No. WS-01303A-06-0403; and (3) Sun City Wastewater and
Sun City West Wastewater, Docket No. WS-01303A-06-0491.

S:\Bjelland\Water\Financing\060283order.doc 1
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3. On April 26, 2006, Arizona-American filed an application with the Commission
requesting permission to incur long-term debt through its affiliate, American Water Capital
Corporation (“AWCC”). The Applicant also requested approval of an obligation to the City of
Tolleson (“Tolleson™). Arizona-American published notice of its application in this matter on May
15, 2006 in the Mohave Valley Daily News, on May 18, 2006 in the Arizona Business Gazeette, and
on May 19, 2006 in the Nogales International.

4, On September 15, 2006, the Commission’s Utilities Division (“Staff”) filed a Staff
Report recommending approval of this application.

5. Arizona-American asks for Commission approval to borrow $165.45 million from
AWCC for the purpose of paying off two promissory notes, totaling $158.45 million', which mature
in November 2006, and to fund two new capital projects with $7.0 million.

6. Arizona-American anticipates obtaining a ten-year interest-only loan of $165.45
million from AWCC at an interest rate not to exceed 6.5 percent per annum. All principal is due at
maturity. The actual interest rate will be determined by market conditions at the time of the
transaction, and there are no expected financing costs or issuance fees. AWCC has no coverage ratio
requirements for Arizona-American.

7. Arizona-American has also requested Commission approval of an $8.56 million
obligation (“Obligation”) to Tolleson. In its application, Arizona-American stated that it is the
successor in interest to Sun City Sewer as the purchaser of sewage treatment services from Tolleson
under a Sewage Treatment and Transportation Services Agreement (“Services Agreement”).
Tolleson issued $8.56 million in bonds to finance the facilities needed to provide service under the
Services Agreement. Payments for the bonds, guaranteed by Arizona-American, are made from
revenues received under the Services Agreement. The Obligation previously was guaranteed by
Citizens Utilities Company (“Citizens™) in 1998, however, Arizona-American subsequently acquired
the water and wastewater assets and Certificates of Convenience and Necessity held by Citizens in

Arizona. The Commission authorized the acquisition in Decision No. 63584 (September 26, 2000).

! One note is for $154,948,119 (Dec. No. 64002 (August 30, 2001)), and the other is for $3.5 million (Dec. No. 63586
(April 14, 2001)).

2 DECISION NO.
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DOCKET NO. WS-01303A-06-0283

Decision No. 63584 approved the transfer of assets and recognizes in the description of the
transaction that Arizona-American would assume liabilities for contracts, but is silent regarding
approval of the terms of the transaction. Arizona-American seeks to clarify this uncertainty by
obtaining Commission approval in this docket for the Obligation.

Engineering Analysis

8. Staff Engineering reviewed the material costs estimates of the two new capital projects
submitted in support of the application, expansion of its Mohave Wastewater Treatment Plant in
Mohave County, and its Verrado Wastewater Treatment Plant Phase 2 expansion in Maricopa
County. |

9. Applicant plans to expand its Mohave Wastewater Treatment Plant by 250,000 gallons
per day to meet projected demands and required wastewater treatment standards. The Mohave
Wastewater Treatment Plant currently has a design capacity of 250,000 gallons per day. The
projections of new hookups show the existing plant capacity will be exceeded by early 2008. The
expansion project will include a pre-packaged 250,000 gallons per day treatment facility (matching
the existing plant), solids handling facility, expanded blower building, sitework, electrical, and
foundation, etc. The estimated total project cost is $2,763,000.

10.  Applicant plans to expand the Verrado Wastewater Treatment Plant, which has an
existing capacity of 450,000 gallons per day. The projected flow will reach the existing capacity in
the summer of 2007. The proposed expansion will increase treatment plant capacity from 450,000 to
1,160,000 gallons per day, which will meet projected demands until 2011. The estimated total
project cost is $4,910,000.

11.  Staff concluded that the proposed plant additions are reasonable and the estimated
total project costs for the two new capital projects are reasonable. However, no “used and useful”
determination of the proposed projects was made and no particular treatment should be inferred for
rate making or rate base purposes in the future.

Financial Analysis
12. The Debt Service Coverage ("DSC") ratio represents the number of times internally

generated cash will cover required principal and interest payments on long-term debt. A DSC ratio

3 DECISION NO.
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greater than 1.0 means that operating cash flow is sufficient to cover debt obligations. A DSC less
than 1.0 means that debt service obligations cannot be met from operations and that another source of
funds is needed to avoid default.

13.  The Times Interest Earned Ratio ("TIER") represents the number of times earnings will
cover interest expense on short-term and long-term debt. A TIER greater than 1.0 means that
operating income is greater than interest expense. A TIER of less than 1.0 is not sustainable in the
long term but does not necessarily mean that debt obligations cannot be met in the short term.

14. Cash Coverage Ratio (“CCR™) represents the number of times internally generated
cash covers required interest payments on short-term and long-term debt. A CCR greater than 1.0
means that operating cash flow is greater than interest expense.

15.  For the year ended December 31, 2005, Staffs financial analysis shows Arizona-
American had a 0.52 TIER, a 2.05 DSC and a 2.06 CCR. Staff’s pro forma analysis, reflecting the
effect of the AWCC debt proposed by Arizona-American assuming a 6.5 percent annual interest rate
and 10-year amortization shows a decline to a 0.46 TIER, a 1.81 DSC, and a 1.82 CCR.

16.  Arizona-American’s TIER results reflect that operating income would suffice to cover
interest expense in the short-term, but not in the long term. However, DSC results indicate that
Arizona-American will be able to meet all obligations with cash generated from operations.
Therefore, operating cash flow is sufficient to cover both principal and interest payments on short-
and long-term debt obligations.

Capital Structure

17. At December 31, 2005, Arizona-American’s capital structure consisted of 8.5 percent
short-term debt, 58.6 percent long-term debt, and 32.9 percent equity. Pro forma analysis reflects a
capital structure composed of 8.1 percent short-term debt, 57.7 percent long-term debt and 34.2
percent equity.

18. On March 21, 2006, Arizona-American received $35 million in new equity from
American Water Works, Inc., its parent company. The effect of this new equity on Arizona-

American’s equity position was partially offset by a goodwill write-off of $24.4 million.

4 DECISION NO.
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Staff’s Conclusions and Recommendations

19.  Based on its review and analysis, Staff concluded that authorization of the $8.56
million Tolleson Obligation is appropriate to clarify any ambiguity regarding Commission
authorization. Staff stated its conclusion that the estimated costs associated with the new capital
projects appear to be reasonable, and stated that issuance of the proposed AWCC debt financing not
to exceed $7.0 million to fund new capital projects and not to exceed $158.45 million to pay off
maturing debt is within Arizona-American’s corporate powers, is compatible with the public interest,

is consistent with sound financial practices and will not impair its ability to provide services.

O 0 N N W AW N

20.  Staff recommended that the Commission authorize Arizona-American’s request to

—
[

borrow an amount not to exceed $165.45 million in new funds from AWCC for the purposes

—
[w—y

described herein. Staff further recommended that the Commission approve Arizona-American’s

[S—y
[\

$8.56 million Tolleson Obligation pertaining to the Services Agreement as successor in interest to

f—
W

Sun City Sewer.

et
E=N

21.  Staff further recommended authorizing Arizona-American to engage in any

J—
(%}

transaction and to execute any documents necessary to effectuate the authorizations granted.

16 22.  Staff recommended that the executed loan documents be filed with Docket Control
17 | within 30 days of this Decision.

18 23.  Staff’s recommendations are reasonable and should be adopted.

19 CONCLUSIONS OF LAW

20 1. Arizona-American is a public service corporation within the meaning of Article XV of
21 | the Arizona Constitution and A.R.S. §§ 40-281, 40-282, 40-301 and 302.

22 2. The Commission has jurisdiction over Arizona-American and the subject matter of the
23 | application.

24 3. Notice of the application was given in accordance with the law.

25 4. Staff’s recommendations are reasonable and should be adopted.

26 5. The financing approved herein is for lawful purposes within Arizona-American’s

corporate powers, is compatible with the public interest, with sound financial practices, and with the

N
~

N
oo

proper performance by Arizona-American of service as a public service corporation, and will not

5 DECISION NO.
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impair Arizona-American’s ability to perform that service.

6. The financing approved herein is for the purposes stated in the application and is
reasonably necessary for those purposes, and such purposes are not, wholly or in part, reasonably
chargeable to operating expenses or to income.

ORDER

IT IS THEREFORE ORDERED Arizona-American Water Company, Inc.’s application for
authority to borrow an amount not to exceed $165.45 million in new funds from American Water
Capital Corporation for the purposes described herein shall be, and hereby is, granted.

IT IS FURTHER ORDERED that Arizona-American Water Company, Inc.’s application for
authorization of its $8.56 million obligation to the City of Tolleson Obligation pertaining to the
Sewage Treatment and Transportation Services Agreement as successor in interest to Sun City Sewer
shall be, and hereby is, granted.

IT IS FURTHER ORDERED that such authority is expressly contingent upon Arizona-
American Water Company, Inc.’s use of the proceeds for the purposes set forth in its application.

IT IS FURTHER ORDERED that approval of the financing set forth herein does not
constitute or imply approval or disapproval by the Commission of any particular expenditure of the
proceeds derived thereby for purposes of establishing just and reasonable rates.

IT IS FURTHER ORDERED that Arizona-American Water Conipany, Inc. is hereby
authorized to engage in any transaction and to execute any documents necessary to effectuate the

authorizations granted.

6 DECISION NO.
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IT IS FURTHER ORDERED that Arizona-American Water Company, Inc. shall file with

2 | Docket Control, as a compliance item in this docket, within 30 days of this Decision, a copy of all
3 | executed documents associated with the financing authorized herein.
4 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
5 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
6
7
g CHAIRMAN COMMISSIONER
9
10
11 | COMMISSIONER COMMISSIONER COMMISSIONER
12
13 IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
14 hereunto set my hand and caused the official seal of the
. Commission to be affixed at the Capitol, in the City of Phoenix,
15 this day of , 2006.
16
17 BRIAN C. McNEIL
EXECUTIVE DIRECTOR
18
19 [PISSENT
20
21 [ PISSENT
22
23
24
25
26

N
~

N
oo
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SERVICE LIST FOR:

DOCKET NO.: WS-01303A-06-0283

Craig A. Marks

ARIZONA-AMERICAN WATER CO., INC.
19820 N. 7" Street, Suite 201

Phoenix, Arizona 85024

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

ARIZONA-AMERICAN WATER COMPANY, INC.
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COMMISSIONERS
JEFF HATCH-MILLER - Chairman
WILLIAM A. MUNDELL

BRIAN C. MCNEIL
Executive Director

. MIKE GLEASON
KRISTIN K. MAYES
BARRY WONG ARIZONA CORPORATION COMMISSION
DATE: August 29, 2006

DOCKET NOS.: T-03887A-05-0909 and T-20436A-05-0909
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

ALLTEL COMMUNICATIONS, INC. and ALLTEL HOLDINGS CORPORATION
SERVICES, INC. nka WINDSTREAM COMMUNICATIONS, INC.

(CC&N TRANSFER)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

' SEPTEMBER 7, 2006
The enclosed is NOT an order of the Commission, but a recommendation of the

Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

SEPTEMBER 19 AND 20, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIAN/C. McXEIL _

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az. us
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‘ BEFORE THE ARIZONA CORPORATION COMMISSION
COMMISSIONERS

JEFF HATCH-MILLER Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE JOINT APPLICATION DOCKET NO. T-03887A-05-0909
OF ALLTEL COMMUNICATIONS, INC. AND DOCKET NO. T-20436A-05-0909
ALLTEL HOLDING CORPORATE SERVICES,
INC. FOR APPROVAL OF THE TRANSFER OF
THE CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE RESOLD LONG DECISION NO.
DISTANCE TELECOMMUNICATIONS
SERVICES AND ASSETS TO ALLTEL HOLDING
CORPORATE SERVICES, INC., APPROVAL OF
TERMINATION OF SERVICE AND LIMITED ORDER
WAIVER OF THE SLAMMING RULES.
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Open Meeting
September 19 and 20, 2006
Phoenix, Arizona
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BY THE COMMISSION:
16 Having considered the entire record herein and being fully advised in the premises, the
17| Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:
18 FINDINGS OF FACT
19 1. On December 22, 2005, Alltel Communications, Inc. (“ACI”) and Alltel Holdings
20 Corporate Services, Inc., now known as Windstream Communications, Inc.! (“Windstream”) (jointly,
21 “Applicants™) filed an application requesting:
22
e Approval of the transfer of ACI’s Certificate of Convenience and
23 Necessity (“CC&N”) to provide resold long distance service to
Windstream;
24 e Approval of the transfer of long distance customers from ACI to
25 Windstream;
e Approval of the termination of resold long distance service by ACI upon
26 the transfer of the CC&N; and
® -
28 ' On June 15, 2006, Applicants filed a supplement to the Application which noted that Alltel Holdings Corporate

Services, Inc. had changed its name to Windstream Communications, Inc.

S:\Bjelland\Telecom\Transfer-SaleofAssets\050909.doc




O 0 NN N A LN

NN N NN NN NN e e e e b e e ek e
00 ~J O W BA O OW N = O YW 0NN YR W = O

DOCKET NO. T-03887A-05-0909 et al.

e The granting of a limited waiver of the Commission’s Slamming Rules.

2. ACI is a Delaware corporation and a wholly owned subsidiary of Alitel Corporation
(“Alltel”). ACI currently holds an Arizona CC&N to provide resold long distance services pursuant
to Decision No. 63937 (August 6, 2001).

3. Windstream is a newly formed wholly owned subsidiary of Alltel. Alltel is currently
in the process of spinning off its wireline telecommunications business, but intends to retain ACI as
its subsidiary; however, Windstream will become a subsidiary of a separate publicly traded holding
company.

4. On July 19, 2006, the Commission’s Utilities Division (“Staff”) filed a Staff Report
recommending approval of the Application.

5. Staff stated that ACI indicated that it provided resold long distance service to 3072
residential and 2240 business customers, none of whom receive service under contract. This enables
ACI to change the service provider with no early termination penalty. ACI bills in arrears and
therefore holds no prepayments.

6. ACI requested that its resold long distance CC&N be transferred to Windstream and
that ACI be authorized to discontinue its long distance service in Arizona. Applicants stated that
Windstream will provide the same telecommunications services to ACI’s customers, that customers
will continue to receive their existing telecommunications services at the same rates, terms, and
conditions, and that the only change apparent to customers will be in the change of name of the
customers’ service provider. Applicants stated that from the customers’ point of view, the transfer
will be transparent and the service will be seamless and uninterrupted. Windstream submitted a
proposed tariff under its name that is identical to the current Alltel tariff on file with the Commission.

7. In accordance with A.A.C. R14-2-1107, ACI provided notice to its customers in May
and June 2006 via a letter, a sample of which was provided with ACI’s application. Unless the
notified customers elect to change carriers after receipt of the notice, they will be transferred to
Windstream and will continue to receive resold long distance service at the same rates, terms and
conditions as they presently receive. ACI stated that all of its customers are on month-to-month

service arrangements and can transfer to another long distance carrier upon request.

2 DECISION NO.
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DOCKET NO. T-03887A-05-0909 et al.

8. Staff noted that ACI holds no deposits or prepayments, and that Windstream will
honor any existing ACI prepaid calling cards. Staff further noted that numerous other providers offer
long distance service in Arizona.

9. The Applicants seek a limited waiver of the Commission’s Slamming Rules in
connection with the transfer of ACI’s Arizona customers to Windstream. ACI and Windstream stated
that they will comply with the Federal Communications Commission’s (“FCC”) slamming rules
regarding the transfer of the subscriber base by providing notice to the FCC and to customers. The
Applicants seek assurance that each transfer of an ACI customer to Windstream is not an
“unauthorized change” under the Arizona Slamming Rules, and noted that limited waivers such as the
one requested in this docket were previously granted by the Commission for SBC Telecom, Inc., in
Decision No. 67827 (May 5, 2005) and for XO Arizona, Inc., in Decision No. 67460 (January 4,
2005).

10.  The Applicants stated that neither Windstream nor its officers or directors have been
or are currently subject to any formal or informal complaint proceedings before any state or federal
regulatory agency, and that neither Windstream nor its officers or directors have been or are currently
involved in any civil or criminal investigations, or have had judgments entered in any civil matter,
judgments levied by any administrative or regulatory agency or been convicted of any criminal acts
within the last ten years.

11.  Windstream does not require deposits or prepayments for its service.

12. Windstream does not currently offer resold long distance service in any state and does
not have financial statements for the past two years because it is a recently formed entity.
Windstream will rely on the financial resources of its parent company, Valor Communications
Group. Windstream does not have an Arizona-specific estimate of its projected total revenues and
expenses for the first twelve months of operation, nor does it nor will it have any physical assets in
Arizona during the first twelve months of operations.

Staff’s Recommendations
13.  Staff recommended that Windstream be granted a CC&N to provide resold

interexchange service. Staff further recommended approval of Windstream’s requested waiver of the

3 DECISION NO.
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Commission’s Slamming Rules in this matter. Staff further recommended cancellation of ACI’s
CC&N to provide telecommunications services in the State of Arizona. Staff further recommended

the following:
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(a) Windstream should be ordered to comply with all Commission rules, orders,
and other requirements relevant to the provision of intrastate telecommunications
service;

(b) Windstream should be ordered to maintain its accounts and records as required
by the Commission;

(©) Windstream should be ordered to file with the Commission all financial and
other reports that the Commission may require, and in a form and at such times as the
Commission may designate;

(@ Windstream should be ordered to maintain on file with the Commission all
current tariffs and rates, and any service standards that the Commission may require;

(e) Windstream should be ordered to comply with the Commission’s rules and
modify its tariffs to conform to these rules if it is determined that there is a conflict
between the Applicant’s tariffs and the Commission’s rules;

® Windstream should be ordered to cooperate with Commission investigations,
including, but not limited to, customer complaints;

(® Windstream should be ordered to participate in and contribute to the Arizona
Universal Service Fund, as required by the Commission;

(h) Windstream should be ordered to notify the Commission immediately upon
changes to Windstream’s name, address or telephone number;

@) Windstream should be ordered to immediately certify to the Commission that it
does not block access to alternative telecommunications providers by its customers via
101XXXX dialing;

G If at some future date, Windstream wants to collect from its customers an
advance, deposit, and/or prepayment, Staff recommends that Windstream be required
to file an application with the Commission for Commission approval. Such
application must reference the Decision Number in this docket and must explain the
applicant’s plans for procuring a performance bond;

(k)  Windstream’s interexchange service offerings should be classified as
competitive pursuant to A.A.C. R14-2-1108;

O The maximum rates for these services should be the maximum rates proposed
by Windstream in its proposed tariffs. The minimum rates for the Applicant’s

4 DECISION NO.
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competitive services should be the Applicant’s total service long run incremental

(S

‘ , costs of providing those services as set forth in A.A.C. R14-2-1109;
2
(m) In the event that Windstream states only one rate in its proposed tariff for a
3 competitive service, the rate stated should be the effective price to be charged for the
4 service as well as the service’s maximum rate; and
5 (n) In the event Windstream requests to discontinue and/or abandon its service
area it must provide notice to both the Commission and its customers in accordance
6 with A.A.C. R14-2-1107. :
7 14.  Applicant will not collect advances, prepayments or deposits from customers.
8 15.  The rates proposed by this filing are for competitive services.
9 16. Staff’s recommendations as set forth herein are reasonable, and Windstream should
file with Docket Control, as a compliance item in this docket, the certification required in Finding of
10 _
11 [ Fact No. 13(i) within 60 days of this Decision.
12 17.  Applicant’s fair value rate base is zero.
13 CONCLUSIONS OF LAW
1. Applicants are public service corporations within the meaning of Article XV of the

[
S

Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

15
16 2. The Commission has jurisdiction over Applicants and the subject matter of the
17 application.
18 3. Notice of the application was given in accordance with the law.
19 4. Transfer of ACI’s CC&N is in the public interest
20 5. Windstream’s provision of resold interexchange telecommunications services is in the
71 public interest.
79 6. Windstream is a fit and proper entity to receive a CC&N as conditioned herein for
»3 [providing competitive resold interexchange telecommunications services in Arizona.
24 7. Staff’s recommendations are reasonable and should be adopted.
25 8. Windstream’s fair value rate base is not useful in determining just and reasonable rates
26 | for the competitive services it proposes to provide to Arizona customers.

. 27 9. Windstream’s rates, as they appear in its proposed tariffs, are just and reasonable and
28 | should be approved.
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O© 0 N O s W N

NONONON N NN NN e e e e e e s e e
0 -1 A L A WN = O 0 NN AW NN = O
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ORDER

IT IS THEREFORE ORDERED that the application of Alltel Communications, Inc. and
Windstream Communications, Inc. for approval of the transfer of Alltel Communications, Inc.’s
Certificate of Convenience and Necessity to provide resold long distance telecommunications
services and assets to Windstream Communications, Inc., shall be, and hereby is, granted,
conditioned upon compliance with the requirements set forth in Finding of Fact No. 13, above.

IT IS FURTHER ORDERED that Staff’s recommendations set forth in Finding of Fact No.
13 above are hereby adopted.

IT IS FURTHER ORDERED that Windstream Communications, Inc. shall comply with the
adopted Staff recommendations as set forth in Finding of Fact No. 13 above.

IT IS FURTHER ORDERED that Windstream Communications, Inc. shall file with Docket
Control, as a compliance item in this docket, the certification required in Finding of Fact No. 13(i)
within 60 days of this Decision.

IT IS FURTHER ORDERED that Alltel Communications, Inc. shall be, and hereby is,
granted a waiver of the Commission’s slamming rules, A.A.C. R14-2-1901 et seq., for the purposes

of transferring customers to Windstream Communications, Inc. as described in the Application.

6 DECISION NO.
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IT IS FURTHER ORDERED that Windstream Communications, Inc. shall not require its

Arizona customers to pay advances, prepayments or deposits for any of its products or services.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER
IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.
BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj

7 DECISION NO.
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SERVICE LIST FOR: ALLTEL COMMUNICATIONS, INC. AND ALLTEL
HOLDING CORPORATE SERVICES, INC.

DOCKET NO.: T-03887A-05-0909 and T-20436A-05-0909

Michael W. Patten

ROSHKA, DeWULF & PATTEN
One Arizona Center

400 East Van Buren Street, Ste. 800
Phoenix, AZ 85004

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007 :

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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COMMISSIONERS
JEFF HATCH-MILLER - Chairman
WILLIAM A, MUNDELL

BRIAN C. MCNEIL
Executive Director

‘ MIKE GLEASON
KRISTIN K. MAYES
BARRY WONG ARIZONA CORPORATION COMMISSION
DATE: August 25, 2006
DOCKET NO.: T-20425A-05-0785
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

AMERIVON LLC
(CC&N/RESELLER)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

SEPTEMBER 5, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

SEPTEMBER 19 AND 20, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIANC. McXEIL

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-20425A-05-0785
AMERIVON LLC FOR A CERTIFICATE OF

CONVENIENCE AND NECESSITY TO PROVIDE
COMPETITIVE RESOLD LONG DISTANCE DECISION NO.
SERVICES.

ORDER

Open Meeting
September 19 and 20, 2006
Phoenix, Arizona

BY THE COMMISSION:

Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:
FINDINGS OF FACT

1. On October 26, 2005, AmeriVon LLC (“Applicant” or “AmeriVon”) filed with the
Commission an application for a Certificate of Convenience and Necessity (“Certificate™) to provide
resold interexchange telecommunications services within the State of Arizona.

2, Applicant is a switchless reseller that purchases telecommunications services from a
variety of carriers for resale to its customers.

3. In Decision No. 58926 (December 22, 1994), the Commission found that resold
telecommunications providers ("resellers”) are public service corporations subject to the jurisdiction
of the Commission.

4. Applicant has authority to transact business in the State of Arizona.

5. On March 31, 2006, Applicant filed an Affidavit of Publication indicating compliance

with the Commission’s notice requirements.

S:\Bjelland\Telecom\reseller\0507850rd.doc
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DOCKET NO. T-20425A-05-0785

6. On August 8, 2006, the Commission’s Utilities Division Staff (“Staff”) filed a Staff
Report which includes Staff’s fair value rate base determination in this matter and recommends
approval of the application subject to certain conditions. The Staff Report addressed the overall
fitness of Applicant to receive a Certificate and also addressed whether its services should be
classified as competitive and whether its initial rates are just and reasonable.

7. In its Staff Report, Staff stated that Applicant is a start-up company, funded entirely
through the investments of AmeriVon’s President and CEO and other private investors. AmeriVon’s
initial funding exceeds $6 million in start-up capital. The Applicant provided projected income
statement, balance sheet and cash flow statement that anticipates total assets of $9 million, equity of
$7.5 million and net income of $1 million by December 31, 2007.

8. Applicant’s tariff indicates that it does not require deposits from its customers for
services. If at some future date, Applicant wants to collect advances, deposits and/or prepayments
from its resold interexchange customers, Staff recommended that the Applicant be required to file an
application with the Commission for approval. The application must reference the decision in this
docket and explain the Applicant’s plans for procuring a performance bond.

9. In the event that the Applicant experiences financial difficulties, there will be minimal
impact to its customers because end users can access other interexchange providers via dial around
service or, in the longer term, the customer may desire to permanently switch to another provider.

10.  Staff stated that based on information obtained from the Applicant, it has determined
that Applicant’s fair value rate base (“FVRB) is zero and Applicant’s FVRB is too small to be useful
in a fair value analysis, and is not useful in setting rates. Staff further stated that in general, rates for
competitive services are not set according to rate of return regulation, but are heavily influenced by
the market. Staff recommended that the Commission not set rates for Applicant based on the fair
value of its rate base.

11.  Staff believes that Applicant has no market power and that the reasonableness of its
rates will be evaluated in a market with numerous competitors. In light of the competitive market in
which the Applicant will be providing its services, Staff believes that the rates in Applicant’s

proposed tariffs for its competitive services will be just and reasonable, and recommends that the
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Commission approve them.

12. Commission rules provide pricing flexibility by allowing competitive
telecommunication service companies to price their services at or below the maximum rates
contained in their tariffs as long as the pricing of those services complies with A.A.C. R14-2-1109.
This requires the Applicant to file a tariff for each competitive service that states the maximum rate
as well as the effective (actual) price that will be charged for the service. Any changes to the
Applicant’s effective (actual) price for a service must comply with A.A.C. R14-2-1109, which
provides that the minimum rates ’for the applicant’s competitive services must not be below the
Applicant’s total service long run incremental costs of providing the services. The Applicant’s
maximum rates should be the maximum rates proposed by the Applicant in its most recent tariffs on
file with the Commission. Future changes to the maximum rates must comply with A.A.C. R14-2-
1110.

13.  Staff recommended approval of Applicant’s application subject to the following:

(a) The Applicant should be ordered to comply with all Commission rules, orders,
and other requirements relevant to the provision of intrastate telecommunications
service;

®) The Applicant should be ordered to maintain its accounts and records as
required by the Commission;

© The Applicant should be ordered to file with the Commission all financial and
other reports that the Commission may require, and in a form and at such times as the
Commission may designate;

(d)  The Applicant should be ordered to maintain on file with the Commission all
current tariffs and rates, and any service standards that the Commission may require;

(e) The Applicant should be ordered to comply with the Commission’s rules and
modify its tariffs to conform to these rules if it is determined that there is a conflict
between the Applicant’s tariffs and the Commission’s rules;

® The Applicant should be ordered to cooperate with Commission investigations,
including, but not limited to, customer complaints;

(g)  The Applicant should be ordered to participate in and contribute to the Arizona
Universal Service Fund, as required by the Commission;

(h) The Applicant should be ordered to notify the Commission immediately upon

3 DECISION NO.
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changes to the Applicant’s name, address or telephone number;

—

@) If at some future date, the Applicant wants to collect from its customers an
advance, deposit, and/or prepayment, Staff recommends that the Applicant be required
to file such information with the Commission for Commission approval. Such
application must reference the Decision Number in this docket and must explain the
Applicant’s plans for procuring a performance bond;

G The Applicant’s interexchange service offerings should be classified as
competitive pursuant to A.A.C. R14-2-1108;

&) The maximum rates for these services should be the maximum rates proposed
by the Applicant in its proposed tariffs. The minimum rates for the Applicant’s
competitive services should be the Applicant’s total service long run incremental
costs of providing those services as set forth in A.A.C. R14-2-1109;

O 0 N N b wWN

§)) In the event that the Applicant states only one rate in its proposed tariff for a
competitive service, the rate stated should be the effective price to be charged for the
service as well as the service’s maximum rate; and

[ S
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(m) In the event the Applicant requests to discontinue and/or abandon its service
area it must provide notice to both the Commission and its customers in accordance
with A.A.C. R14-2-1107.

14.  Staff further recommended that Applicant’s Certificate should be conditioned upon the

—
W

—
E-N

15 Applicant filing conforming tariffs in accordance with this Decision within 365 days from the date of
16 an Order in this matter, or 30 days prior to providing service, whichever comes first.

17 15.  Staff recommended that if the Applicant fails to meet the timeframes outlined in
18 Finding of Fact No. 14, that Applicant’s Certificate should become null and void after due process.

19 16.  Applicant will not collect advances, prepayments or deposits from customers.

20 17.  The rates proposed by this filing are for competitive services.

21 18.  Staff’s recommendations as set forth herein are reasonable.

22 19.  Applicant’s fair value rate base is zero.

23 CONCLUSIONS OF LAW

24 1. Applicant is a public service corporation within the meaning of Article XV of the
25 | Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

26

2. The Commission has jurisdiction over Applicant and the subject matter of the

N
~

application.

[\
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3. Notice of the application was given in accordance with the law.

4, Applicant’s provision of resold interexchange telecommunications services is in the
public interest.

5. Applicant is a fit and proper entity to receive a Certificate as conditioned herein for
providing competitive resold interexchange telecommunications services in Arizona.

6. Staff’s recommendations are reasonable and should be adopted.

7. Applicant’s fair value rate base is not useful in determining just and reasonable rates
for the competitive services it proposes to provide to Arizona customers.

8. Applicant’s rates, as they appear in its proposed tariffs, are just and reasonable and
should be approved.

| ORDER

IT IS THEREFORE ORDERED that the application of AmeriVon LLC for a Certificate of
Convenience and Necessity for authority to provide competitive resold interexchange
telecommunications services, shall be, and hereby is, granted, conditioned upon its compliance with
the requirements set forth in Findings of Fact Nos. 13 and 14, above.

IT IS FURTHER ORDERED that Staff’s recommendations set forth in Findings of Fact Nos.
13 and 14 above are hereby adopted.

IT IS FURTHER ORDERED that AmeriVon LLC shall comply with the adopted Staff
recommendations as set forth in Findings of Fact Nos. 13 and 14 above.

IT IS FURTHER ORDERED that if AmeriVon fails to meet the timeframes outlined in
Finding of Fact. No. 14 above that the Certificate conditionally granted herein shall become null and

void after due process.

5 DECISION NO.
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IT IS FURTHER ORDERED that AmeriVon LLC shall not require its Arizona customers to

pay advances, prepayments or deposits for any of its products or services.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER
IN WITNESS WHEREQOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.
BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj
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SERVICE LIST FOR:

DOCKET NO.: T-20425A-05-0785

Jonathan S. Marashlian

THE HELEIN LAW GROUP
8180 Greensboro Drive, Ste. 700
McLean, VA 22102

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Erest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

AMERIVON LLC
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COMMISSIONERS

JEFF HATCH-MILLER - Chairman BRIAN C. McNEIL

Executive Director

WILLIAM A. MUNDELL
' MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION
DATE: JULY 7, 2006
DOCKET NO: WS-01303A-05-0170
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

ARIZONA-AMERICAN WATER COMPANY
(AGREEMENT)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

‘ JULY 17, 2006

‘ The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Working Session and Open Meeting to be held on:

JULY 25, 2006 and JULY 26, 2006
For more information, you may contact Docket Control at (602) 542-3477 or the

Hearing Division at (602)542-4250. For information about the Open Meeting, contact the
Executive Secretary’s Office at (602) 542-3931.

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET: TUCSON, ARIZONA 85701-1347
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS
JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL
MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES
IN THE MATTER OF THE APPLICATION OF DOCKET NO. WS-01303A-05-0170
ARIZONA-AMERICAN WATER COMPANY FOR
AN AFFILIATE AGREEMENT WITH DECISION NO.
AMERICAN WATER RESOURCES, INC.
‘ OPINION AND ORDER
DATE OF HEARING: August 10, 2005
PLACE OF HEARING: Phoenix, Arizona
ADMINISTRATIVE LAW JUDGE: Dwight D. Nodes'
APPEARANCES: Mr. Craig A. Marks, on behalf of Applicant; and

Mr. Timothy J. Sabo, Staff Attorney, Legal
Division, on behalf of the Utilities Division of
the Arizona Corporation Commission.

BY THE COMMISSION:

On March 9, 2005, Arizona-American Water Company (“Arizona-American”) filed with the
Arizona Corporation Commission (“Commission”) an Agreement For Support Services Between
American Water Resources, Inc. (“AWR”) and Arizona-American.

On June 9, 2005, Arizona-American and the Commission’s Utilities Division (“Staff”) filed a
Stipulation setting forth a proposed procedural schedule.

On June 10, 2005, a procedural order was issued setting the matter for hearing on August 10,
2005 and establishing a procedural schedule.

On June 14, 2005, Arizona-American and Staff filed a Stipulation requesting that the
procedural schedule established by the June 10, 2005 procedural order be changed.

On June 17, 2005, a procedural order was issued with the requested changes to the schedule

! Administrative Law Judge Dwight Nodes conducted the hearing in this matter. Administrative Law Judge Amy
Bjelland drafted the Recommended Opinion and Order.

S:\Bjelland\Water\Orders\050170.doc 1
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DOCKET NO. WS-01303A-05-0170

and retaining the original hearing date.

On June 24, 2005, Staff filed its Notice of Filing the Direct Testimony of Linda A. Jaress.

On July 22, 2005, Arizona-American filed the Joint Direct Testimony of Clifford C. Groh and
Brian K. Biesemeyer.

On August 5, 2005, Staff filed its Notice of Filing the Rebuttal Testimony of Linda A. Jaress.

On August 10, 2005, the hearing was held as scheduled before a duly authorized
Administrative Law Judge of the Commission. Both parties were represented by counsel. The matter
was taken under adyisement pending submission of late-filed exhibits and closing briefs.

On September 9, 2005, Arizona-American filed two late-filed exhibits.

On September 23, 2005, Arizoné—American and Staff filed simultaneous Closing Briefs.

* * * * * * * * * *

Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. Arizona-American provides water and/or sewer service to over 121,000 customers in
Arizona. Arizona-American and AWR are both subsidiaries of American Water Works Company,
whose ultimate parent is RWE AG, a company organized under the laws of the Federal Republic of
Germany. The merger of Arizona-American’s parent company, American Water Works Company,
Inc., with a subsidiary of RWE was approved by Decision No. 65453 (December 12, 2002) (“RWE
Acquisition Order”).

2. Arizona-American wishes to enter into an affiliate agreement with AWR to provide
programs wherein Arizona-American customers would be given the opportunity to subscribe with
AWR for water and sewer line insurance programs. AWR has similar water and sewer line
insurance programs in eleven other states. The program is similar to Qwest Corporation’s Linebacker
program, except that AWR, Arizona-American’s unregulated affiliate, would administer the program.

3. Linda Jaress, Executive Consultant III for the Commission’s Utilities Division, stated
that Staff does not believe that Arizona-American has shown that the Agreement is in the public

interest and therefore Staff recommended rejection of the Agreement; however, in the event the
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DOCKET NO. WS-01303A-05-0170

agreement is accepted by the Commission, Staff recommended various conditions attendant thereto.
Arizona-American maintains that the Agreement is in the public interest, and is willing to accept
several of Staff’s recommendations in the event the Agreement is approved.

The Proposed Protection Programs

4, Water and sewer line customers own the service lines on their property. In the case of
a water line, the customer owns the line from the water meter to the shut-off valve outside the house;
in the case of a sewer line, the customer owns the line from the property line to the house. The
customer is responsible for correcting problems arising with those areas of the line(s), whether caused
by tree-root incursions, seasohal soill subsidence; aging, or other normal wear and tear.

5. AWR’s Water Line Protection Program and Sewer Line Protection Program
(collectively, the “Programs™) are for residential customers who wish to purchase insurance against
leaks and breaks in the water or sewer lines that belong to the customer. For an annual fee, AWR
would provide for the repair of the line(s), including obtaining permitting, site restoration, and
provision of independent licensed contractors’. The annual fee for the Water Line Protection
Program would be $60 to cover the cost of repair for damage resulting from “normal wear and tear”
up to $4,000 per occurrence. The annual fee for the Sewer Line Protection Program would be $109
to cover the cost of repair for damage, again from “normal wear and tear,” as well as for clog
removal, up to $4,000 per occurrence, subject to a $50 fee for service each time an independent
contractor is dispatched to the customer’s home.

6. Under the terms of the proposed Agreement, Arizona-American would distribute
AWR informational and promotional materials, and from time to time, customer satisfaction surveys
regarding the Programs, to Arizona-American customers. AWR would be responsible for all
associated costs. The Agreement provides for repair service coordination by allowing an Arizona-
American employee who becomes aware of damage to a customer’s line(s), and knows that the
customer is enrolled in the applicable Program, to notify AWR. Billing for either or both Programs

would be done via the customer’s water or sewer bill issued by Arizona-American, which would then

% No Arizona-American or AWR employees would make service line repairs.

3 DECISION NO.
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forward the funds to AWR.
Compensation for Services and Other Alternative Staff Recommendations

7. The fee to be paid Arizona-American by AWR for services rendered pursuant to the
Agreement would be the greater of 115 percent of fully distributed costs incurred by Arizona-
American in providing the services, or the market price for the services if one is ascertainable.
However, the Agreement provides that billing and collection services would be $0.10 per customer
per monthly billing.

8. If the Commission rejects Staff’s primary recommendation to deny the application in
its entirety, Staff recommends that the Agreement be modified to indicate that Arizona-American
should be compensated for its services, including billing and collection services, at 115 percent of
fully allocated costs or prevailing market prices, whichever is higher, and that in its next rate case,
Arizona-American should provide information and workpapers showing the calculation of the market
price and fully allocated costs. Staff observed that the companies’ objection does not appear to be
due to unsoundness of the recommendation, but rather because they believe it to be impractical.

9. Arizona-American argued that the $0.10 amount should be approved, as it would be a
windfall to Arizona-American because the actual cost to provide the service is negligible and consists
only of providing an additional line to reflect the monthly fee for the Programs onto the customer’s
monthly water or sewer bill.

10. Mr. Groh testified that:

[tlhe 10-cent per bill amount was developed in the Fall of 2001 via
negotiations between AWR and its affiliate New Jersey American Water
Company (NJAM) to enter into an Agreement for Support Services for the
Programs. At that time, NJAM determined that its cost for imprinting on a
customer's water bill a single line item charge for the Program and a
separate line item charge for applicable New Jersey state sales tax would
be pennies per month.’

Also, during the testimony of Mr. Brian K. Biesemeyer, Arizona-American’s Network General

Manager, the $0.10 charge was characterized as financial “gravy™ for Arizona-American.

*Tr. at 51.
4 1d. at 54.
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Potential Customer Confusion and Costs

11. Staff concluded that the promotional materials initially provided by Arizona-
American, which are in use in New Jersey, where AWR offers the Programs, could lead to customer
confusion.

12. The Commission previously addressed the shared use of utility names and logos with
competitive affiliates in Decision No. 62416 (April 3, 2000), wherein the Commission approved
Arizona Public Service’s (“APS”) Code of Conduct for use in competitive activities. The Code of
Conduct prohibited the shared use of the APS name and logo by its competitive affiliates. The
Commission approved similar language for Tucson Electric Power in Decision No. 62767 (August 2,
2000).

13. With respect to the Programs proposed in this proceeding, Staff expressed its concern
that “the language of the promotional materials, as in most advertisement, is given to hyperbole and
written to stir the emotions.”

14.  Staff also stated that, if approved, the Programs would affect the Commission and
Commission Staff because the Commission’s name, address and telephone number appears on all of
Arizona-American’s bills, wherein charges for the Programs would appear. The Commission’s
Consumer Services Section currently receives calls and complaints regarding disputes over the
Linebacker program offered by Qwest Corporation, which is somewhat similar to the Programs.
Therefore, Staff expects an increase in the number of calls taken by Commission Staff; however, the
Commission’s Compliance Division Staff would be unable to assist in resolving complaints regarding
the unregulated affiliate’s activities. Further, if the Programs and Agreements are approved subject
to certain conditions, the Commission’s Compliance Section will also be involved.

15.  Staff stated that Arizona-American’s rate cases would also be complicated by the
addition of the Programs and could result in higher rate case expenses, which are recovered through
rates to customers. Staff noted that Arizona-American’s typical rate case expenses are significant and

cited Decision No. 67093 (June 30, 2004), wherein the Commission approved recovery of $418,941

> Direct Testimony of Linda Jaress, p. 16.
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of rate case expenses.
Potential Customer Benefits

16.  Staff stated that the primary beneficiary of the Programs would be the unregulated
affiliate, AWR, which stands to reap substantial profit. However, Staff conceded that Arizona-
American’s rate payers could benefit from successful Programs if the price for all the services
Arizona-American provides to AWR is set at a level equal to Arizona-American’s fully allocated cost
plus 15 percent, or market, whichever is higher, and if the net income from those services is included
above-the-line for ratemaking purposes, the Programs could result in a lower revenue requirement in
Arizona-American’s next rate case, which translates into lower rates for customers. Additionally, for
customers who enroll in the Programs who have a coverable claim for water or sewer line leaks or
breaks, the Programs could be worthwhile.

17. Mr. Biesemeyer testified at hearing that there is a great benefit to the consumer that
has a coverable claim in that Arizona-American would refer that customer immediately to AWR,
which would then immediately arrange for the necessary repairs.® Mr. Biesemeyer testified that
Arizona-American does not give referrals to plumbers or contractors to its customers, so customers
without Program subscriptions would have to engage a plumber or contractor on their own.’
Profitability

18.  Arizona-American provided confidential responses to Staff regarding profitability
under the Programs for Arizona-American. Mr. Clifford C. Groh, Director of Business Development
and Operations for AWR, testified under seal to confidential information regarding profitability under
the Programs for AWR. Arizona-American expects a low level of net income from providing
services to AWR as specified in the Agreement; AWR expects to reap substantial revenue by the
fourth year of the Programs.

19. From the confidential information provided, Staff gave a range of estimates of
revenues that could be generated by the Programs. If five percent of Arizona-American’s 121,000

customers enroll in both Programs, AWR’s revenues would be approximately $1.0 million. If 20

8 Tr. at 55 and 56.
"id
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percent enroll, revenues for AWR would be over approximately $4.0 million.

20. At hearing, Mr. Groh suggested that AWR would be willing to share 50 percent of its
profits with Arizona-American only if Arizona-American were also willing to take 50 percent of the
risk or losses associated with the Programs.® Mr. Groh testified that AWR “would consider [sharing
profit with Arizona-American] but I think it would need to be balanced also with the willingness of
Arizona-American Water to share the losses as well if any.”’

Privacy Concerns

21.  During the discovery process, Staff requested that both Arizona-American and AWR

o 0 NN N R W N

provide their policies with regard to the dissemination of customer-specific information such as
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name, address, telephone number, usage, bill payment history, etc. Arizona-American does not have
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—

a written policy, but informed Staff that “[e]xcept in response to a request from a police agency or to

[
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a subpoena, the company never provides usage or bill payment history to any party.” Customer

s
w

names, addresses, and telephone numbers would be shared with AWR or with any non-affiliate

offering services similar to AWR’s Programs.
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22. AWR informed Staff that while it does not share customer-specific information with
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non-affiliated companies, it does share such information with an external marketing agency that helps
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AWR “develop promotional materials, conduct marketing campaigns and provide analyses of
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campaign results.” AWR stated that it uses a formal agreement with its external marketing agency to
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maintain the confidentiality of this customer-specific information; however, AWR did not provide the
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agreement it currently uses because it is in the process of negotiating a new marketing agreement.
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Based on the new, unsigned agreement that was provided to Staff by AWR, Staff concluded that
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although one section purports to protect against the distribution of customer-specific information, the

N
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last phrase of the section reads “...unless otherwise specifically authorized in writing by the
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Company”, indicating to Staff that currently there is no agreement between AWR and its marketing

[\
W

agency(ies) that protects customer-specific information of Arizona-American’s customers.
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Therefore, Staff recommended that the Commission condition any approval of the Agreement upon

N
~

8 Tr. at 44.
°1d at4s.
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the filing of a signed contract between AWR and its marketing agency that prohibits the
dissemination of the customer-specific information that AWR receives from Arizona-American.

23.  Staff further recommended that the Commission require Arizona-American, before
disseminating customer-specific information to an affiliate or non-affiliate, to inform the customer
regarding what information would be released and for what purpose. The customer must
affirmatively respond before such information is disseminated. Non-response by the customer should
not be considered consent. This requirement should not apply to requests from police agencies or
subpoenas.

Action in Other Jurisdictions

24.  Staff stated that its research indicates that similar programs are common in other
states, especially in the northeast where freezing temperatures may reduce the life of a service line.
Staff provided examples of similar programs and their costs, which ranged from $1.99 per month to
$210 per year.

25.  AWR indicated that it provides similar Programs in 11 other states. Only four states,
Pennsylvania, Virginia, West Virginia, and Illinois required approval for the affiliated utility to
institute the Programs through an affiliate agreement. Although Pennsylvania and Virginia approved
the applications for provision of water and sewer line insurance programs by AWR, Virginia required
removal of and changes to contract language that related to pricing and to commission approval of
future changes in the Programs or contract. Virginia also limited the approval to five years.

26.  The West Virginia Public Service Commission Staff presented testimony expressing
its concerns over the cost allocations included in the agreement. West Virginia-American eventually
withdrew its application after testimony was filed and a hearing was held.

27.  The Illinois Commission denied the application based upon “...the open ended nature
of the amended affiliate agreement...[and] the absence of any substantive evidence demonstrating
that the [Program] is properly priced or is even legitimately necessary”'°.

28.  Although AWR was ultimately able to institute the Programs in Illinois and West

"% [llinois Order Docket No. 02-0101 (September 16, 2003).

8 DECISION NO.
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Virginia, the Programs were implemented without the assistance of the affiliated utilities.
Affiliated Interest Rules Issue Raised by Staff

29.  The Commission’s Affiliated Interests rules, R14-2-801 e seq., apply to all Class A
investor-owned utilities under the jurisdiction of the Commission. Arizona-American is a Class A
investor-owned utility. Under the rules, a utility such as Arizona-American is prohibited from
conducting business with an affiliate unless the affiliate agrees to provide the Commission access to
its records for the purposes of auditing or investigating transactions between the utility and affiliate.

30.  During the course of its investigation in this matter, Staff indicated that pursuant to the
Affiliated Interests rules, RWE AG is both a public utility holding company and an affiliate of
Arizona-American, and therefore must file a notice with the Commission when it intends to perform
a reorganization.'’

31.  Staff stated that because neither RWE nor Arizona-American has ever filed for any
form of waiver from the Affiliated Interests Rules other than the requested waiver from the Rules
when RWE acquired American Water Works, Arizona-American should file for an appropriate
waiver from the Rules to clarify the type of transaction for which its parent, American Water, and its

ultimate parent, RWE, would need to file notice with this Commission of organizations and

reorganizations of the public utility holding company. Ms. Jaress testified at hearing that:

RWE is a public utility holding company and it's been making
transactions, mergers, divestitures without filing for approval or waivers.
I thought it would be appropriate if not necessary for the company to file,
make some kind of filing that would clear up any transactions that may
have required approval or notice that weren't approved or explain why
they didn't require notice or approval.'?

When asked whether “every time RWE acquires a new affiliate or divests an affiliate that it should
come to the Commission for some sort of a waiver of the rules?”,'> Ms. Jaress replied, “I’m

suggesting that the Commission should make that decision whether or not any or all of those

' Pursuant to A.A.C. R14-2-801, reorganization is the “acquisition or divestiture of a financial interest in an affiliate or a
utility, or reconfiguration of an existing affiliate or utility’s position in the corporate structure or the merger of
consolidation of an affiliate or a utility.”

2 1d. at 120.

B Id at 121.
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transactions need approval.”'*

32.  Arizona-American and AWR stated in their response to the direct testimony of Ms.
Jaress that they object to this recommendation because they do not understand its necessity. Arizona-
American further argued that such a filing would not be necessary in this docket, nor would it be
appropriate for the Commission to impose such a requirement where Staff did not specifically
identify activities of specific affiliates that would require such a waiver.

33. We agree with Staff that the Commission must make the decision whether any or all of
the transactions of RWE need approval. The obligation is upon the regulated entity to ensure
compliance with all Commission rules, and therefore we will order Arizona-American to either
request a waiver of the rules with regard to the various transactions that give rise to an affiliated-
interests issue, or to seek approval.

Discussion and Conclusion

34.  Although the proposed Programs may allow Arizona-American’s customers to
ultimately realize some minimal benefits through revenues derived from the company’s unregulated
affiliate, we believe the potential costs outweigh any such speculative benefits. Even if additional
qualifying language were to be included on customer bills explaining the distinction between
Arizona-American and AWR, the fact that customers would be billed for the insurance services on
utility bills would undoubtedly lead to customer confusion regarding the provider of the services, and
customers could believe that such services are regulated by the Commission. Moreover, Staff cited to
the additional costs that are likely to be incurred by the Commission due to calls and complaints
received by the Consumer Services Section related to the proposed Programs. Of further concern is
the fact that Consumer Services Staff would be unable to resolve complaints regarding the
unregulated affiliate’s activities.

35.  In addition, the limited revenues that would be received by Arizona-American through
the Programs, and thus the ultimate benefit accruing to ratepayers, would in all probability be offset

by the additional time and expenditure of Staff resources associated with auditing the Programs’

Mld.
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expenses and revenues, as well as the additional rate case expenses incurred by the company to
support the reasonableness of the Programs costs. Thus, after considering all aspects of Arizona-
American’s proposal, we conclude that the Programs as proposed are not in the public interest and the
application should therefore be denied.

36.  In denying the application, we wish to make clear that AWR, as an affiliate
unregulated by the Commission, is free to undertake selling its Programs pursuant to all applicable
insurance laws and regulations governing such activities. However, AWR may not use Arizona-
American’s name and resources in marketing or promoting its Programs. As pointed out above,
AWR implemented its insurance products in Illinois and West Vifginia without the assistance of the
regulated utility companies in those states, and it may decide to operate in a similar manner in
Arizona.

CONCLUSIONS OF LAW

1. Arizona-American is a public service corporation within the meaning of Article XV of

the Arizona Constitution and A.R.S. §40-281 ef seq.

2. The Commission has jurisdiction over Arizona-American and the subject matter of the
docket.

3. Staff’s recommendation to deny the application is reasonable and should be adopted.

4, Staff’s recommendation to require Arizona-American to file either for an appropriate

waiver from the Rules, or approval of appropriate transaction(s), is reasonable and should be adopted.
ORDER
IT IS THEREFORE ORDERED that the application of Arizona-American Water Company

for an affiliate agreement with American Water Resources, Inc., shall be, and hereby is, denied.

11 DECISION NO.
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IT IS FURTHER ORDERED that Arizona-American Water Company shall file either for an
appropriate waiver from the Rules to clarify the type of transaction for which its parent, American
Water Resources, Inc., and its ultimate parent, RWE AG, must file notice with this Commission or
for approval of appropriate transaction(s).

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.

BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

12 DECISION NO.
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SERVICE LIST FOR:

DOCKET NO.: W-01303A-05-0170

Craig A. Marks

Corporate Counsel
Arizona-American Water Company
19820 N. 7" Street, Ste. 201
Phoenix, AZ 85024

Christopher Kempley, Chief Counsel

Legal Division '
ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, AZ 85007
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COMMISSIONERS
JEFF HATCH-MILLER - Chairman
WILLIAM A. MUNDELL

BRIAN C. MCNEIL
Executive Director

MIKE GLEASON
‘ KRISTIN K. MAYES
BARRY WONG ARIZONA CORPORATION COMMISSION
DATE: August 4, 2006
DOCKET NO.: W-01445A-06-0278
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

ARIZONA WATER COMPANY
(FINANCING)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

‘ AUGUST 14, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

AUGUST 22 AND 23, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIANAC. McXEIL

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347 ‘
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION
COMMISSIONERS

JEFF HATCH-MILLER Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01445A-06-0278
ARIZONA WATER COMPANY FOR AN ORDER
AUTHORIZING THE EXECUTION OF A NEW
LOAN AGREEMENT OR AMENDMENT TO AN DECISION NO.
EXISTING LOAN AGREEMENT AND THE
DELIVERY OF A PROMISSORY NOTE.

ORDER

Open Meeting
August 22 and 23, 2006
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the
Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. Arizona Water Company (“AWC” or “Company™) is an Arizona Corporation that
owns and operates water systems providing water service to approximatély 73,000 customers located
in Cochise, Coconino, Gila, Maricopa, Navajo, Pima, Pinél and Yavapai Counties in Arizona,
pursuant to authority granted by the Commission.

2. AWC is a wholly owned subsidiary of Utility Investment Company, which is a wholly
owned subsidiary of United Resources, Inc.

3. AWC charges rates approved in Decision Nos. 58120 (December 23, 1992) (Western
Group), 64282 (December 28, 2001) (Northern Group), and 66849 (March 19, 2004) (Eastern
Group).

4. On April 26, 2006, AWC filed an application with the Commission requesting

permission to increase its authority to borrow under line of credit instruments from $21,000,000 to

S:\Bjelland\Water\Financing\060278.doc
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$28,000,000, and to extend the authorized borrowing period from May 31, 2006, to June 1, 2007.
AWC published notice of its application in this matter on May 2, 2006 in Tucson, Arizona, and May
3, 2006, in Phoenix, Arizona.
5. On July 13, 2006, the Commission’s Utilities Division (“Staff”) filed a Staff Report
recommending approval of this application.

6. AWC established a $9.0 million line of credit with Bank of America Arizona (“Bank
of ‘America” or “Bank™) in 1997, which was approved in Decision No. 60272 (July 2, 1997).
Decision No. 64996 (June 26, 2002) approved a loan to replace the 1997 loan agreement with a credit
line of $11.5 million (“2002 Loan Agreement”). Decision No. 66104 (July 25, 2003) approved the
First Amendment to the 2002 Loan Agreement to increase the line of credit to $15.0 million (“First
Amendment”). The First Amendment to the 2002 Loan Agreement expired on June 1, 2004. In
Decision No. 67274 (October 5, 2004), the Commission authorized the Second Amendment to the
2002 Loan Agreement (“Second Amendment”), which extended AWC’s ability to draw on the
$15,000,000 line of credit through August 1, 2005. On September 9, 2005, Decision No. 68118,
extended the expiration date to May 31, 2006, and increased the amount to $21,000,000. On May S,
2006, Decision No. 68694, authorized the issuance of $25,000,000 of debt to repay existing advances
under its Line of Credit, retire its existing Series I bonds in the amount of $400,000 and to fund or

reimburse monies already expended for various capital projects.

7. Staff stated that AWC is concerned that there will be additional delays in its ability to

issue its long-term bonds under Decision No. 68694, and that it will not be able to cover its working
capital and capital requirements. With this request, Staff stated that AWC wishes to finance future
construction including arsenic treatment facilities; expanded water facilities; maintenance of reliable
water service to its customers; and reimbursement of monies actually expended from AWC’S treasury
for capital improvement to improve its working capital position. AWC anticipates repaying the

principal amounts owed through issuance of long term bonds at a later time.

8. AWC wishes to obtain Commission approval for authority to extend its existing line

of credit with Bank of America to an amount not to exceed $28.0 million and to extend the time
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period from June 1, 2006 to June 1, 2007.

9. Staff stated that under the terms of the proposed $28.0 million line of credit through
June 1, 2007, all advances will bear interest during each calendar month under one of three rates
depending on the timing and amount of the draws. Staff stated that AWC may choose between one
of three options: 1) the Bank’s reference rate minus 0.25 percentage points; 2) a fixed rate to be
determined by the Bank; or 3) an interest rate computed using a formula based on the London
Interbank Offered Rate (“LIBOR”™) L

10. Staff stated that as of June 2, 2006, the rates under the three options were as follows:

Option 1: Reference Rate less 0.25%: 7.75

Option 2: Fixed rate on amounts not less than $500,000 for periods of 30, 60, 90, 120,
150 and 180 days:

a. 30 days=6.15 percent
b. 60 days = 6.22 percent
c. 90 days = 6.29 percent
d. 120 days = 6.32 percent
e. 150 days = 6.36 percent
f. 180 days = 6.39 percent

Option 3: LIBOR formula rate on amounts not less than $500,000 for periods of 30,
60, 90, 120, 150 and 180 days:

a. 30days: 5.13750 + 1.0 = 6.13750 percent
b. 60 days: 5.21000 + 1.0 = 6.21000 percent
c. 90 days: 5.27000 + 1.0 = 6.27000 percent
d. 120 days: 5.31000 + 1.0 = 6.31000 percent
e. 150 days: 5.35000 + 1.0 = 6.35000 percent
f. 180 days: 5.38000 + 1.0 = 6.38000 percent

11.  Staff Engineering reviewed the Company’s construction budget for the year 2006, and
stated that without making any “used and useful” determination from which any conclusions should
be inferred for ratemaking or rate base purposes, Staff found the estimated project costs provided by
the Company to be reasonable and appropriate.

12.  Staff performed an analysis of AWC’s audited financial statements for the twelve-

! Staff explained that the formula is the LIBOR divided by the sum of 1.00 minus the Reserve Percentage, and that
components of the formula are defined and discussed in detail in the 2002 Loan Agreement.
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month period ended December 31, 2005. Staff stated that this application seeks to increase the line of

credit capacity from $21,000,000 most recently authorized, of which $9,850,000 was outstanding as
of December 31, 2005. The newly requested debt authorization represents a total potential increase
of $18,150,000, of which AWC plans to use $14,500,000 for its 2006 Construction Budget, leaving »
$3,650,000 available for working capital.

13.  Staff evaluated AWC’s current assets and liabilities to calculate the working capital
for the years ended December 31, 2004 and December 31, 2005. S}taff stated that its analysis showed
that working capital declined by $3,816 million in 2005. Staff noted' that its analysis shows that the
$3.65 million provision for working capital replenishment requested by AWC is less than the actual
$3.85 million decline in working capital.

14, Because AWC indicated that it wishes to replenish past monies spent on capital
expenditures, Staff also evaluated the change in AWC’s plant balances in 2005. Staff stated that its
analysis showed that Plant and Construction Work in Progress (“CWIP”) combined increased by
$34.3 million, from $227.4 million to $261.7 million, during calendar year 2005. Staff noted that,
recognizing that $9,85 million in short term debt was available to finance the increase in Plant and
CWIP, AWC provided in excess of $24 million from other sources. Staff stated that its analysis
supports AWC’s assertion that a portion of the requested increase to its authorized line of credit is for
the purpose of replenishing its own funds already spent on capital improvements. Staff concluded
that AWC has properly represented its intended use of the requested line of credit.

15. The Debt Service Coverage ("DSC") ratio represents the number of times internally
generated cash will cover required principal and interest payments on long-term debt. A DSC ratio
greater than 1.0 means that operating cash flow is sufficient to cover debt obligations. A DSC less
than 1.0 means that debt service obligations cannot be met from operations and that another source of
funds is needed to avoid default.

16.  The Times Interest Earned Ratio ("TIER") represents the number of times earnings will

cover interest expense on short-term and long-term debt. A TIER greater than 1.0 means that
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operating income is greater than interest expense. A TIER of less than 1.0 is not sustainable in the

long term but does not necessarily mean that debt obligations cannot be met in the short term.

17.  Staff provided analysis of AWC’s actual financial information for the 12 months
ending December 31, 2005, which shows AWC’s TIER as 5.39 and its DSC as 6.77

18.  Staff’s analysis of AWC’s pro forma impact of issuing the approved but not yet issued
bonds in the amount of $25 million and using the proceeds to prepay $6,000,000 of bonds not due
until March 31, 2015 and the $9.85 million of line of credit outstanding on December 31, 2005 shows
AWC’s TIER as 2.34 and its DSC as 3.25. With an additional $7,000,000 draw represented by the
requested increase from $21.0 million to $28.0 million, the resulting TIER would be 2.08 and the
DSC would be 2.93.

19.  Staff stated that the pro forma TIER and DSC ratios for all existing, authorized and
requested obligations demonstrate that AWC has adequate cash flow for each scenario.

20.  Based on its review and analysis, Staff concluded that the proposed financing is for
lawful purposes, within AWC’s powers as a corporation, compatible with the public interest,
consistent with sound financial practices and will not impair its ability to provide public service.
Staff recommended approval of the Company’s application for authorization to enter into a loan
agreement with Bank of America Arizona for a line of credit through June 1, 2007, not to exceed
$28.0 million, at an interest rate not to exceed the Bank’s reference rate minus 0.25 percentage
points. Staff further recommended authorizing AWC to engage in any transaction and to execute any |
documents necessary to effectuate the authorizations granted.

21.  Staff recommended that one copy of executed loan documents be filed with Docket
Control, as a compliance item in this docket, within 90 days of this Decision.

22.  Staff’s recommendations are reasonable and should be adopted.

CONCIL.USIONS OF LAW

1. AWC is a public service corporation within the meaning of Article XV of the Arizona
Constitution and A.R.S. §§ 40-281, 40-282, 40-301 and 302.

2. The Commission has jurisdiction over AWC and the subject matter of the application.
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3. Notice of the application was given in accordance with the law.
4, Staff’s recommendations are reasonable and should be adopted.
5. The financing approved herein is for lawful purposes within AWC’s corporate powers,

is compatible with the public interest, with sound financial practices, and with the proper
performance by AWC of service as a public service corporation, and will not impair AWC’s ability to
perform that service.

6. The financing approved herein is for the purposes stated in the application and is
reasonably necessary for those purposes, and such purposes are not, wholly or in part, reasonably
chargeable to operating expenses or to income.

ORDER

IT IS THEREFORE ORDERED that the application of Arizona Water Company for authority
to enter into a loan agreement with Bank of America Arizona for a line of credit through June 1,
2007, not to exceed $28.0 million, at an interest rate not to exceed the Bank’s reference rate minus
0.25 percentage points, shall be, and hereby is, approved.

IT IS FURTHER ORDERED that such authority is expressly contingent on Arizona Water
Company's use of the proceeds for the purposes set forth in its application.

IT IS FURTHER ORDERED that Arizona Water Company is hereby authorized to engage in
any transactions and execute any documents necessary to effectuate the authorization granted
hereinabove.

IT IS FURTHER ORDERED that Arizona Water Company shall file with Docket Control, as
a compliance item in this docket, within 90 days of this Decision, a copy of all executed documents

associated with the financing authorized herein.
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IT IS FURTHER ORDERED that the financing approved herein shall not guarantee or imply
any specific treatment of any capital additions for rate base or rate making purposes.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.

BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj
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SERVICE LIST FOR:

DOCKET NO.: W-01445A-06-0278

Robert W. Geake

ARIZONA WATER COMPANY
P.O. Box 29006

Phoenix, AZ 85038

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

ARIZONA WATER COMPANY
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COMMISSIONERS
JEFF HATCH-MILLER - Chairman
WILLIAM A. MUNDELL
MARC SPITZER
MIKE GLEASON

KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

BRIAN C. McNEIL
Executive Director

DATE: JULY 11, 2006
DOCKET NO: W-01445A-05-0705

TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

ARIZONA WATER COMPANY
(CC&N EXTENSION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

. JULY 20, 2006

A The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Working Session and Open Meeting to be held on:

JULY 25, 2006 and JULY 26, 2006
For more information, you may contact Docket Control at (602) 542-3477 or the

Hearing Division at (602)542-4250. For information about the Open Meeting, contact the
Executive Secretary’s Office at (602) 542-3931.

P e .
B C McNEI
IVE DI

EXECU RECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA B85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION
COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01445A-05-0705
ARIZONA WATER COMPANY, AN ARIZONA

CORPORATION, TO EXTEND ITS CERTIFICATE DECISION NO.

OF CONVENIENCE AND NECESSITY AT

RIMROCK, YAVAPAI COUNTY, ARIZONA. OPINION AND ORDER

DATE OF HEARING: March 21, 2006

PLACE OF HEARING: Phoenix, Arizona

ADMINISTRATIVE LAW JUDGE: Amy Bjelland

APPEARANCES: Mr. Robert W. Geake, Vice President and General
Counsel, Arizona Water Company, on behalf of
Applicant;

Mr. David Ronald, on behalf of the Arizona Corporation
Commission’s Utilities Division.

BY THE COMMISSION:

On October 5, 2005, Arizona Water Company (“Arizona Water”, “AWC”, or “Applicant”)
filed with the Arizona Corporation Commission (“Commission”) an application for an extension of
its existing Certificate of Convenience and Necessity (“CC&N”) to provide water service at Rimrock,
Yavapai County, Arizona.

On December 23, 2005, the Commission’s Utilities Division Staff (“Staff”) issued a letter of
sufficiency to Arizona Water.

On January 4, 2006, a procedural order was issued setting forth procedural deadlines and a
hearing date in this matter.

On January 20, 2006, Arizona Water filed notice that it caused notice of the hearing in this
matter to be published in the Sedona Red Rock News on January 13, 2006, and mailed a copy of the
notice to all affected property owners on January 12, 2006.

On February 21, 2006, Staff filed its Staff Report recommending approval of the application

S:\Bjelland\Water\Orders\050705.doc 1
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with conditions.

On February 23, 2006, Montezuma Rimrock Water Co., LLC (“Montezuma™) applied for
intervention in this matter. No objection was filed, and Montezuma’s request for intervention was
granted by Procedural Order on March 6, 2006.

On March 3, 2006, Arizona Water filed its Responses to Staff Report.

On March 21, 2006, a hearing was convened before a duly authorized Administrative Law
Judge of the Commission. At hearing, testimony was given regarding AWC’s agreement with the
developer of Beaver Creek Preserve, which had requested water service of the Applicant and is part
of the requésted service area. Specifically, testimony was given that, if the CC&N extension were
granted, AWC would provide water to é master meter within the development of Beaver Creek
Preserve, and water service, individual meters, and billing within the development would be
administered by the Beaver Creek Wastewater Improvement District.

By procedural order on March 22, 2006, the Administrative Law Judge ordered additional
information relating to the existence and legal status of Beaver Creek Wastewater Improvement
District, the advisability of implementation of a master meter system within an area certificated by
the Commission, the existence of other such systems within Arizona that are certificated by the
Commission, and any other relevant information to be filed in this Docket.

On April 20, 2006, Staff filed its Addendum to Staff Report, indicating that based on the
information given at hearing regarding Arizona Water providing a master meter to the Beaver Creek
Wastewater Improvement District, Staff had changed its position and now recommended that portion
of the CC&N request be denied by the Commission.

Arizona Water made several requests for extensions of time to file its response to Staff’s
Addendum to Staff Report, all of which were granted. On June 20, 2006, Arizona Water filed its
Response to Addendum to Staff Report and stated that in cooperation with Yavapai County and the
developer of the Beaver Creek Preserve, it had sought and obtained a dissolution of the Beaver Creek
Wastewater Improvement District and would now propose to provide individual meter service to the

homes in that area.

* * * * * * * * * %
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Having considered the entire record herein and being fully advised in the premises, the
Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. Pursuant to authority granted by the Commission, Arizona Water is an Arizona
corporation that provides water utility serVice to approximately 73,000 customers in various portions
of Cochise, Coconino, Gila, Maricopa, Navajo, Pima, Pinal and Yavapai Counties in Arizona.

2. On October 5, 2005, Arizona Water filed an application for approval of an extension
to its CC&N for its Rimrock system. The proposed extension area encompasses portions of three
sections in an unincorporated area north of Camp Verde, Yavapai County, Arizona. Exhibit A,
attached hereto, illustrates the extension area and its proximity to AWC’s current Rimrock system
(which is contiguous to the south) as well as to Montezuma’s current service area (which is
contiguous to the east). For ease of reference, the requested extension area has been divided into
three parcels as reflected in Exhibit A; Parcel One (consisting of appr_oximately 95 acres), Parcel Two
(consisting of approximately 160 acres), and Parcel Three (consisting of approximately 160 acres).
Attached to the Application was a request for service from the landowner of Parcel One, America
West Capital One, LC, which is the developer of the Beaver Creek Preserve, and a list of all
landowners of record for Parcels Two and Three to whom notifications of the hearing in this matter
were sent.

3. In order to provide water utility service to Parcel Three, Arizona Water proposes to
run a 12-inch main from its current service territory south of Parcel Two through the eastern half of
Parcel Two to reach the proposed development area located in Parcel One. This placement is in very
close proximity to Parcel Three. Mr. Michael Whitehead, Vice President of Engineering for Arizona
Water, testified that there are several homes that are in close proximity to the proposed line route, and

therefore AWC requested a CC&N extension for all three parcels. Mr. Whitehead testified that

when Arizona Water Company runs a 12-inch pipeline of adequate
capacity to serve quite a few folks, there will be, particularly if this
12-inch pipeline is run through an area where they have never had
the opportunity to request water service in the past,...many requests
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] for service from that 12-inch pipeline.’
‘ Mr. Whitehead stated that AWC received no objections from any of the property owners who were
notified of the proceeding in Parcels Two and Three.

4. Mr. Whitehead testified that due to the topography of Parcel Three, it would be a

SHWN

difficult undertaking to provide water utility service to the area. He also stated that sewer utility

(9]

service to Parcels Two and Three would almost certainly be by septic tanks because the smallest lot
size on each of these parcels appears to be one and one-half acres, which lends itself to septic tanks.’

Mr. Reginald Owens, President of Beaver Creek Preserve, Inc. and America West Capital One, LC,

O 00 NN

testified that America West Capital One, LC, is developing a 166 lot subdivision, Thunder Ridge®,

10 adjacent to Parcel One in a different Section, and the development plans call for septic tanks.* Mr.

" Owens testified that, as part of the development deal with Yavapai County for Beaver Creek

. Preserve, the developer agreed to establish a special district for wastewater treatment that would

3 provide wastewater utility service to the area.’

‘ ” 5. Staff did not recommend approval of a CC&N extension to Parcel Three because it is

L5 contiguous to another water company’s service territory, and neither company currently has requests

16 for service to the area.

17 Beaver Creek Preserve

18 6. At hearing, testimony was given regarding AWC’s agreement with the developer of

19 Beaver Creek Preserve, which has requested water service of the Applicant and is part of the

20 requested service area. Mr. Owens testified that, if the CC&N extension is granted, AWC would

’1 provide water to a master meter within the development of Beaver Creek Preserve, and water service,

” individual meters and billing within the development would be administered by the Beaver Creek

’3 Wastewater Improvement District.® The reason given for this arrangement by Mr. Owens was the

Y need for booster pumps to provide consistent water pressure at various elevations within the

25

26 " Tr. at 19, 20.
% Id. at 23 and 24, 30 and 31.
. > Thunder Ridge lots are served by individual wells.
27 |4 14 at35.

5
1d. at 36.
28 |6 74 at 44.
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7. By procedural order issued on March 22, 2006, Staff was ordered to file additional
information relating to the existence and legal status of Beaver Creck Wastewater Improvement
District, the advisability of implementation of a master meter system within an area certificated by
the Commission, the existence of other such systems within Arizona that are certificated by the
Commission, and any other relevant information.

8. On April 20, 2006, Staff filed its Addendum to Staff Report, indicating that based on
the information at hearing regarding Arizona Water providing a master meter to the Beaver Creek

Wastewater Improvement District, Staff had changed its position and now recommended that portion

p—
o

of the CC&N request be denied by the Commission.

p—
—

9. Because Arizona Water would not be responsible for the water delivery facilities

J—
[\

within Parcel One, nor for the billing or interface with the end user customer as would normally be

p—
W

done within a CC&N area, Staff stated its recommendation that the CC&N not be extended to Parcel
One.

—
=

—
W

10.  Staff’s revised recommendation would obviate the perceived convenience or necessity

fam—y
N

of providing Parcels Two and Three, as the only request for service filed in this docket is that of

[am—
~3

Beaver Creek Preserve, located in Parcel One.

[a—y
0

11.  Arizona Water made several requests for extensions of time to file its response to

—t
O

Staff’s Addendum to Staff Report, all of which were granted. On June 20, 2006, Arizona Water filed

N
o

its Response to Addendum to Staff Report and stated that, in cooperation with Yavapai County and

[\
[

the developer of the Beaver Creek Preserve, it has sought and obtained a dissolution of the Beaver

N
[\

Creek Wastewater Improvement District and would now be providing individual meter service and

™o
(V8]

billing to the homes in that area.

[\
SN

12. Because Arizona Water has arranged to provide individual meter service and, with the

[\®]
(9]

cooperation of the developer and Yavapai County, has arranged for the dissolution of the Beaver

N
(@)

Creek Wastewater Improvement District, Staff’s recommendations made in the Addendum to Staff

N
~J

N
2]

"Id. at 49.
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Report are now moot. By Procedural Order issued on July 6, 2006, Arizona Water was ordered to
file an update regarding how sewer service would be provided to the Beaver Creek Preserve. On July
10, 2006, Arizona Water filed its Response to Request for Information Concerning Sewer Service
within Beaver Creek Preserve, stating that sewer service will be provided by a Domestic Wastewater
Improvement District through a package wastewater treatment system.

Montezuma

13. On February 23, 2006, Montezuma applied for intervention in this matter. No
objection was filed, and Montezuma’s request for intervention was granted by Procedural Order on
March 6, 2006.

14.  In Decision No. 67583 (Feb. 15, 2005), the Commission approved the transfer of the
Certificate and sale of assets of Montezuma Property Owners association, a for-profit water company,
to Montezuma. The Decision notes that although Arizona Water expressed interest in acquiring
Montezuma, the board of the Montezuma Estates Property Owners Association met with its
members, who indicated that they did not wish to sell to AMC as they wished to “stay small.”

15. Staff contacted Montezuma due to the proximity of the requested extension area to
Montezuma’s existing CC&N. Although Montezuma did not produce written requests for service
from property owners in Parcel Three, Mrs. Patricia Olsen, owner of Montezuma, testified that
Montezuma has been asked informally to provide water service after development begins in that
area.® Montezuma did not have an application for CC&N extension pending at the time of the
hearing in this matter.

16.  Mr. Owens testified that Beaver Creek Preserve had considered requesting service of
Montezuma, but stated that the required cash infusion to the company from the developer made the
arrangement disadvantageous to Beaver Creek.’

AWC’s Water System
17.  The Rimrock system is comprised of six wells with a total production capacity of 485

gallons per minute, 460,000 gallons of storage capacity, booster pumps, pressure tanks, and a

8 1d. at 59.

°Id. at 36, 37.
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distribution system serving approximately 1,200 connections.

18.  Staff determined that Arizona Water will have sufficient capacity to provide service to
the extension area and to continue to provide water to its current service territory, including customer
growth.

19.  Arizona Water will finance the facilities necessary to provide service to the extension
area by a main extension agreement.

20.  The Arizona Department of Environmental Quality (“ADEQ”) regulates the Rimrock
water system and has determined that it is currently delivering water that meets the water quality
standards required by Arizona Administrative Code, Title 18, Chapter 4.

21.  The Rimrock system is not within an Active Management Area and is therefore not
subject to the Arizona Department of Water Resources’ (“ADWR”) reporting and conservation rules.

22.  Arizona Water currently has no outstanding Commission compliance issues according
to the Utilities Division Compliance Section, nor were there any complaints or comments filed by
customers of the Rimrock system during 2005 and 2006.

23.  The most recent lab analysis submitted by AWC indicated that the arsenic levels in
several of its wells exceed the U.S. Environmental Protection Agency arsenic standard of 10
micrograms per liter. AWC is currently in the process of constructing arsenic remediation facilities
to meet the new standard in its Rimrock system. According to Staff, these facilities will be
completed later this year.

24.  Arizona Water will provide water utility service to customers within the extension
area under its currently authorized rates and charges for the Rimrock system.

25.  Arizona Water has been granted a franchise by Yavapai County which encompasses
the extension area.

26.  Because an allowance for the property tax expense of Arizona Water is included in the
Company’s rates and will be collected from its customers, the Commission seeks assurances from the
Company that any taxes collected from ratepayers have been remitted to the appropriate taxing
authority. It has come to the Commission’s attention that a number of water companies have been

unwilling or unable to fulfill their obligation to pay the taxes that were collected from ratepayers,
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some for as many as twenty years. It is reasonable, therefore, that as a preventative measure Arizona
Water annually file, as part of its annual report, an affidavit with the Utilities Division attesting that
the company is current in paying its property taxes in Arizona.
Staff Recommendations

27.  Staff stated that it is in the public interest for the Commission to approve Arizona
Water’s application for CC&N extension to Parcels One and Two because there is a request for
service from the landowner of Parcel One, and the proposed twelve-inch main will run through Parcel
Two, enabling the availability of water service to that parcel. Staff concluded that it is not in the
public interest at this time to approve Arizona Water’s extension into Parcel Three due to the lack of
a request for service and due to its proximity to Montezuma.

28.  Staff further recommends:

1) Arizona Water should file, as a compliance item in this docket, a copy of the
Approval to Construct for the extension facilities within one year from the date of the
Decision in this matter.

2) Arizona Water should charge its authorized Rimrock system rates and charges
to the customers within the extension area until such time as they are changed by order of the
Commission.

3) Arizona Water should file, as a compliance item in this docket, copies of the
developer’s letter of Adequate Water Supply, stating that there is adequate water for the
requested area, no later than one year from the effective date of an order approving this
extension.

4) That the Decision granting the requested CC&N extension be considered null
and void, after due process, should Arizona Water fail to meet the preceding three conditions
within the time specified.

29.  Because of the unique circumstance by which service through Parcel Two is necessary
for the support of providing service to Parcel One, we find that granting Arizona Water a Certificate
for Parcels One and Two is in the public interest.

30. At this time, considering the totality of circumstances including the fact that there are
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. 1 | no requests for service in Parcel Three, and including the intervention of Montezuma, it is premature
2 | to grant Arizona Water a CC&N to serve Parcel Three. Nothing prohibits Arizona Water from

3 | providing service to Parcel Three at a later time when there are requests for service.

4 CONCLUSIONS OF LAW
5 1. Arizona Water is a public service corporation within the meaning of Article XV of the
6 || Arizona Constitution and A.R.S. §40-281 et seq.
7 2. The Commission has jurisdiction over Arizona Water and the subject matter of the
8 | application.
9 3. Notice of the application was provided in accordance with law.
10 4. There is a public need and necessity for water utility service in the proposed extension
11 | area.
12 5. Arizona Water is a fit and proper entity to receive an extension of its water CC&N to

13 {include the service area more fully described in Exhibit A attached hereto, subject to compliance with

' 14 | the conditions set forth above.

15 ORDER
16 IT IS THEREFORE ORDERED that the application for CC&N extension for the Parcels One

17 | and Two, more specifically described in the legal description in attached Exhibit B, shall be, and

18 { hereby is, granted.

19 IT IS FURTHER ORDERED that Arizona Water Company shall file with Docket Control as

20 ja compliance item in this docket a revised legal description including only Parcels One and Two

21 | within 30 days of the date of this Decision.

22 IT IS FURTHER ORDERED that Arizona Water Company shall file, as a compliance item in

23 | this docket, a copy of the Approval to Construct for the extension facilities within one year from the

24 | date of this Decision.

25 IT IS FURTHER ORDERED that Arizona Water Company shall charge its authorized

26 | Rimrock system rates and charges to the customers within the extension area until such time as they
‘ 27 | are changed by order of the Commission.

28 IT IS FURTHER ORDERED that Arizona Water Company shall file, as a compliance item in

9 DECISION NO.
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. 1 | this docket, copies of the developer’s letter of Adequate Water Supply, stating that there is adequate
2 | water for the requested area, no later than one year from the effective date of this Decision.
3 IT IS FURTHER ORDERED that this Decisidn shall be considered null and void, after due
4 [ process, should Arizona Water fail to meet the conditions of the preceding three ordering paragraphs
5 | within the time specified.
6 IT IS FURTHER ORDERED that Arizona Water Company shall annually file as part of its
7 | annual report, an affidavit with the Utilities Division attesting that the Company is current in paying
8 | its property taxes in Arizona.
9 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
10 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
11
12
13 CHAIRMAN COMMISSIONER
‘ 14
15 | COMMISSIONER COMMISSIONER COMMISSIONER
16
17 IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
18 hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
19 _ this day of , 2006.
20
21 BRIAN C. McNEIL
EXECUTIVE DIRECTOR
22
23 |DISSENT
24
25 [DISSENT
26
’ 27
28
10 DECISION NO.
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SERVICE LIST FOR: ARIZONA WATER COMPANY

DOCKET NO.: W-01445A-05-0705

Robert W. Geake
Arizona Water Company
P.O. Box 29006
Phoenix, AZ 85038

Patricia D. Olsen

MONTEZUMA RIMROCK WATER CO., LLC.
P.O.Box 10

4599 E. Goldmine Road

Rimrock, AZ 86336

Christopher Kempley, Chief Counsel

Legal Division S

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Emest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, AZ 85007
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DOCKET NO. W-01445A-05-0705

EXHIBIT B
EXHIBIT 1

CC&N This Application
REVISED

PARCEL ONE

A parcel of land situated within the Southeast quarter of Section 26, Township 15 North, Range 5
East of the Gila and Salt River Base and Meridian, Yavapai County, Arizona, described as follows:

BEGINNING at the Southwest corner of said Southeast quarter;

Thence N00°15'49"W, a distance of 1392.97 feet to the Northwest corner of the South half of the
Southeast quarter of said Section 26;

Thence S85°10'44"E, a distance of 1341.11 feet to the Southwest corner of the South half of the
Northeast quarter of the Southeast quarter of said Section 26;

Thence N00°16'13"W, a distance of 709.28 feet to the Northwest corner of said South half of the
Northeast quarter of the Southeast quarter of said Section 26;

Thence $S85°42'56"E, along the North line of said South half of the Northeast quarter of the Southeast
quarter of said Section 26, a distance of 1018.16 feet;

Thence S23°56'15"W, along the boundary of Thunder Ridge - Phase V, according to Book 52 of
Maps, Pages 27, 28 and 29 of records, Yavapai County, Arizona, a distance of 414.11 feet;

Thence S49°52'50"W, along said boundary, a distance of 292.91 feet;
Thence S31°19'38"E, along said boundary, a distance of 338.57 feet;
Thence S08°55'58"E, along said boundary, a distance of 226.69 feet;
Thence S82°57'02"E, along said boundary, a distance of 511.00 feet;

Thence S00°17'07"E, along the East line of the Southeast quarter of said Section 26, a distance of
1047.53 feet to the Southeast comer said Section 26;

Thence N84°04'52"W, a distance of 2687.84 feet to The POINT OF BEGINNING.

PARCEL TWO

The Northeast quarter of Section 35, Township 15 North, Range 5 East of the Gila and Salt River
Base and Meridian, Yavapai County, Arizona.

PARCEL THREE

That portion of Section 36, Township 15 North, Range 5 East of the Gila and Salt River Base
and Meridian, Yavapai County, Arizona, described as follows:
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BEGINNING at the Northwest corner of said Section 36;

Thence N84°25'00"E, coincident with the North line of said Section 36, a distance of 1669.20
feet to the Northwest corner of Lake Montezuma Estates, Unit One, according to Book 13, Map
29 of records, Yavapai County, Arizona,

}‘hence S02°01'45"E, along the westerly boundary line of said Unit One, a distance of 2339.99
eet;

Thence N88°24'55"E, along a boundary line of said Unit One, a distance of 534.25 feet;
Thence S02°01'45"E, along a boundary line of said Unit One, a distance of 162.84 feettoa

comer of said Lake Montezuma Estates Unit One, said corner also being a corner of Lake
Montezuma Estates Unit Two, according to Book 13, Map 30 of records, Yavapai County,

Arizona;

Thence continuing S02°01'45"E, along said Unit Two boundary, a distance of 162.84 feet;
Thence N88°24'55"E, along said Unif Two boundary, a distance of 205.75 feet;

Thence S15°18'03"E, along said Unit Two boundary, a distance of 627.15 feet; - |
Thence S31°10'33"E, along said Unit Two boundary, a distance of 88.45 feet; |

Thence S53°17'03"E, along said Unit Two boundary, a distance of 106.00 feet;

Thence S14°17'03"E, along said Unit Two boundary, a distance of 860.00 feet;

Thence leaving said Unit Two boundary, S86°05'30"W, a distance of 495.06 feet to the most
easterly corner of Montezuma Haven, according to Book 13, Page 73 of records, Yavapai

County, Arizona;

Thence N17°50'00"W, coincident with the westerly boundary of said Montezuma Haven, a
distance of 1228.20 feet;

Thence S20°56'00"W, a distance of 153.40 feet;
Thence S63°16'00"W, a distance of 1506.90 feet;
Thence S85°22'3 O"W, a distance of 790.00 feet to a point on the West line of said Section 36;

Thence N00°49'00"E, coincident with the West line of said Section 36, a distance of 3808.29 feet
to the Northwest corner of said Section 36 and the POINT OF BEGINNING.
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KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION
DATE: January 31, 2006
DOCKET NO: W-01445A-05-0469
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

ARIZONA WATER COMPANY
(CC&N EXTENSION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

. FEBRUARY 9, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

FEBRUARY 14 AND 15, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
{ 7
L N .
BRIAN C,McNEIL
IVED

EXECU IRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 | 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01445A-05-0469

ARIZONA WATER COMPANY FOR AN

EXTENSION OF ITS CERTIFICATE OF DECISION NO.

CONVENIENCE AND NECESSITY.

OPINION AND ORDER

DATE OF HEARING: December 9, 2005

PLACE OF HEARING: Phoenix, Arizona

ADMINISTRATIVE LAW JUDGE: Amy B. Bjelland

APPEARANCES: Mr. Robert Geake, Vice President and General
Counsel, Arizona Water Company, on behalf of
Applicant;
Mr. David Ronald, Staff Attomey, Legal
Division, on behalf of the Utilities Division of
the Arizona Corporation Commission; and
Mr. Thomas Campbell, LEWIS AND ROCA,
LLP, on behalf of the City of Eloy.

BY THE COMMISSION:

On June 30, 2005, Arizona Water Company (“Arizona Water”, “AWC”, or “Applicant”) filed

with the Arizona Corporation Commission (““Commission”) an application for an extension of its
existing Certificate of Convenience and Necessity (“CC&N”) to provide water service in portions of
Pinal County, Arizona.

Notice of the application was provided in accordance with the law.

On October 26, 2005, Arizona Water filed its Certificate of Filing Franchise for the City of
Casa Grande. Its franchise to operate in Pinal County was filed with its application.

On November 2, 2005, the City of Eloy (“Eloy”) applied for intervention in this matter.
Eloy’s request for intervention was granted by Procedural Order on November 17, 2005.

On November 10, 2005 the Commission’s Utilities Division Staff (“Staff”) filed its Staff

S:\Bjelland\Water\Orders\050469R00.doc 1
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DOCKET NO. W-01445A-05-0469

Report recommending approval of the application with conditions.

* %) * *® % * * * *® *

Having considered the entire record herein and being fully advised in the premises, the
Commission finds, concludes, and orders that:

FINDINGS OF FACT

Background of Application

1. Pursuant to authority granted by the Commission, Arizona Water is an Arizona
corporation that provides water utility service to approximately 73,000 customers in various portions
of Cochise, Coconino, Gila, Maricopa, Navajo, Pima, Pinal and Yavapai Counties in Arizona.

2. On June 30, 2005, Arizona Water filed with the Commission an Application for an
extension of its existing CC&N to provide water sérvice in portions of Pinal County, Arizona. The
proposed extension area includes over 1,500 acres contained in eight non-contiguous parcels in and
around the cities of Casa Grande and Eloy.

3. On July 21, 2005, Staff filed an Insufficiency Letter.

4, On August 30, 2005, Arizona Water filed Additional Information in Response to
Staff’s Insufficiency Letter.

5. On September 7, 2005, Staff filed a Letter of Sufficiency.

6. On September 26, 2005, a Procedural Order issued setting forth deadlines for filings in
this docket.

7. Notice of the application was provided in accordance with the law.

8. On October 26, 2005, Arizona filed its Certificate of Filing Franchise for the City of
Casa Grande.

9. On November 2, 2005, Eloy applied for intervention in this matter. Eloy’s request for
intervention was granted by Procedural Order on November 17, 2005.

10. On November 9, 2005, Staff filed a Motion for Extension of Time to file its Staff
Report until November 17, 2005 and for a similar extension of time for Arizona Water to file its
response. This request was granted by Procedural Order on November 10, 2005.

11.  On November 10, 2005, Eloy filed its Notice of Filing Direct Testimony of Doug

2 DECISION NO.




O 0 a9 N

10
11

12

13

. 14
15
16

17

18

19

20

21

22

23

24

25

26

28

DOCKET NO. W-01445A-05-0469

Olson and Staff filed its Staff Report. Staff recommended approval of the application with
conditions.

12. On December 1, 2005, in response to Staff’s recommendation in its Staff Report,
Arizona Water filed its Notice of Filing Revised Legal Description. On this same date, Arizona
Water also filed its Responses to the Staff Report and City of Eloy’s Testimony.

13. A hearing convened on Decémber 9, 2005, before a duly authorized Administrative
Law Judge of the Commission. Each party appeared with counsel. At hearing, without objection,
Arizona Water orally amended its application to remove Parcel 2, doing so at the request of the
landowner of Parcel 2, and Staff introduced, without objection, Staff’s revised recommendations. At
the conclusion of the hearing, the matter was taken under advisement pending docketing of late-filed
exhibits.

14.  On January 4, 2006, the City of Eloy filed its Notice of Filing Late Filed Exhibit
showing the current City of Eloy municipal boundary. Staff filed its Notice of Filing Late Filed
Exhibit showing certificated water companies located and operating within Eloy’s planned
development area.

15.  On January 13, 2006, Eloy filed its Response to the Arizona Corporation Commission
Staff’s Late Filed Exhibit.

16.  On January 25, 2006, Eloy filed its Notice of Filing Late-Filed Exhibit.

Water System

17.  Staff stated that Arizona Water’s Casa Grande system has 14 wells producing 15,240
gallons per minute (“GPM”), 14.192 million gallons of storage capacity, and a distribution system
serving 17,707 service connections as of June 2005. Staff stated that based on its existing well
production and storage capacities, the Casa Grande system can serve approximately 20,600 service
connections. Staff stated that the total customers to be served in the expansion area at total build out
are anticipated to be 4,920. Staff stated that based on Arizona Water’s historical growth rates, its
existing Casa Grande service area could grow to approximately 25,500 connections at the end of five
years. Arizona Water indicated in its application that it would be at least five years before it would

serve its first customer in Parcels 4, 5, 6, 7 and 8 and predicts 80 additional connections for the

3 DECISION NO.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. W-01445A-05-0469

proposed CC&N extension areas at the end of five years, resulting in a projected total customer base
of approximately 25,900 in the Casa Grande system at the end of five years.

18. Staff concluded that the existing Casa Grande system will have adequate production
and storage capacity to serve the existing and proposed CC&N extension areas within a conventional
five year planning period and can reasonably be expected to develop additional production and
storage as required in the future.

19.  Arizona Water plans to finance the required utility facilities through advances in aid of
construction, which generally take the form of Main Extension Agreements (“MXAs”). MXAs
between water utilities and private parties are governed by A.A.C. R14-2-406, and result in developer
construction of the facilities, conveyance of the facilities to the utility company, and a refund by the
water utility of ten percent of the annual revenue associated with the line to the developer for a period
of ten years. Staff recommended that Arizona Water file with Docket Control, as a compliance item
in this docket, a Notice of Filing indicating that Arizona Water has submitted for Staff’s review and
approval a copy of the fully executed MXAs for water facilities to each parcel within the extension
area, except for Parcel 1', within two years of a decision in this case.

20.  Arizona Water plans to provide water utility service to the extension area under its
authorized rates and charges.

21. Staff stated that the Arizona Department of Environmental Quality (“ADEQ)
regulates Arizona Water’s Casa Grande water system under ADEQ Public Water System 1.D. #11-
009. Staff further stated that based on compliance information submitted by Arizona Water, the
system has no deficiencies and ADEQ has determined that this system is currently delivering water
that meets ADEQ water quality standards.

22.  Arizona Water is located within the Pinal Active Management Area (“AMA”), one of
five AMAs in Arizona designed to address water supply needs of each area and designated as such by
the Arizona Department of Water Resources (‘“ADWR”). Staff stated that the goal of the Pinal AMA

is to allow the development of non-irrigation water uses, extend the life of the agricultural economy

" Parcel 1 was thought by Arizona Water to be within the existing CC&N, and service to this parcel has been in effect
since 1962. Through Staff’s review of other matters in and around Casa Grande, Applicant learned that this parcel was
not within its CC&N service area.

4 DECISION NO.
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for as long as feasible, and preserve water supplies for future non-agricultural uses. Arizona Water is
subject to the reporting and conservation rules of ADWR, and Staff stated that ADWR has indicated
that Arizona Water is in compliance with the Pinal AMA requirements.

23.  Staff recommended that Arizona Water be required to file with Docket Control, as a
compliance item in this docket, a copy of the developers® Certificates of Assured Water Supply,
stating that there is adequate water supply, where applicable or when required by statute, within two
years of the effective date of the Decision in this matter.

24.  Rules established by the United States Environmental Protection Agency (“EPA”)
require the maximum contaminant level (“MCL”) for arsenic in potable water to be reduced from 50
parts per billion (“ppb”) to 10 ppb, effective January 23, 2006.

25.  Arsenic levels for the Casa Grande system’s wells range from 7 ppb to 45 ppb. Staff
stated that Arizona Water is developing a treatment plan to comply with the new arsenic standard.
The Commission approved an accounting order authorizing the deferral of certain costs and expenses
related to arsenic treatment that Arizona Water expects to incur for its Western Group, which
includes its Casa Grande system and the extension area, in Decision No. 67518 (January 20, 2005).
An accounting order is a rate-making mechanism whereby a regulatory commission provides specific
deferral authorization to treat costs in a manner that differs from generally accepted accounting
principles. Such a deferral mechanism is permitted, pursuant to an authorized accounting order,
under National Association of Regulatory Utility Commissioners (“NARUC”) Uniform System of
Accounts (“USOA”) guidelines.

26.  Staff stated that a Curtailment Plan Tariff (“CPT”) is an effective tool to allow a water
company to manage resources during periods of water shortages due to pump breakdowns, droughts,
or other unforeseeable events. Arizona Water has an approved CPT for “All Service Areas” pursuant
to Decision No. 66235 (July 23, 2004).

Staff’s Recommendations
27.  Staff recommended that the Commission approve Arizona Water’s application for

extension of its existing CC&N to provide water service in Pinal County subject to Arizona Water’s

compliance with the following conditions:

5 DECISION NO.
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(a) That AWC file with Docket Control an amended legal description excluding
the Parcels that are within the corporate city limits of the City of Eloy, specifically Parcels 2
and 8, prior to the hearing in this matter.

(b) That AWC charge its authorized rates and charges in the extension area.

©) That AWC file with Docket Control, as a compliance item in this docket, a
Notice of Filing indicating AWC has submitted for Staff’s review and approval, a copy of the
fully executed main extension agreements for water facilities for each parcel within the
extension area, except for Parcel 1, within two years of the Decision in this case.

(d) That AWC file with Docket Control, as a compliance item in this docket, a
copy of the Arizona Department of Environmental Quality Approval to Construct (“ATC”)
for the facilities needed to serve each of the Parcels within the requested areas, except for
Parcel 1, within two years of the Decision in this case.

(e) That AWC file with Docket Control, as a compliance item in this docket, a
copy of the developers’ Certificates of Assured Water Supply for each of the Parcels within
the requested areas, except for Parcel 1, stating that there is adequate water supply, where
applicable or when required by statute, within two years of the Decision in this case.

® That the Commission’s Decision granting the requested CC&N extension be
considered null and void if AWC fails to meet conditions (c), (d), and (e) listed above within
the time specified.

28.  AWC filed with Docket Control an amended legal description excluding the Parcels
that are within the corporate city limits of the City of Eloy, specifically Parcels 2 and 8, prior to the
hearing in this matter and therefore this condition is satisfied. However, AWC continues to seek to

include Parcel 8§ in its CC&N request.

Parcel 1
29.  Arizona Water currently serves approximately 200 existing service connections in
Parcel 1 and is projecting to increase to 230 connections within five years. At build out, this parcel

could have approximately 1,000 connections.

30.  Consistent with Staff’s recommendation, we believe it is in the public interest to grant
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Arizona Water’s application for CC&N extension to Parcel 1.

Parcel 2
31.  As stated above, at hearing, Arizona Water orally amended its application to remove
Parcel 2, doing so at the request of the landowner of Parcel 2.

Parcel 3
32.  Parcel 3 is contiguous to Arizona Water’s existing CC&N located to the west of Eloy
and south of Casa Grande and contains approximately 618 acres. Although at build out, Applicant

anticipates approximately 1,500 customers, Arizona Water anticipates no new customers within the
first year for Parcel 3 and only 25 customers within five years.

33. Staff recommended inclusion of Parcel 3 in the CC&N extension. Parcel 3 is outside,
but contiguous to Eloy’s municipal boundary and is located within Eloy’s planned development area.
Eloy objected to extending Arizona Water’s CC&N to Parcel 3. Eloy’s main concern appears to be
the potential cost to be borne in the future by Eloy and its taxpayers via an eminent domain
proceeding if or when Eloy annexes Parcel 3.

34.  Jacqueline Warren, owner of Parcel 3 with her husband, testified that she asked
Arizona Water to expand its certificated area to include her property. She stated that with regard to
sewer service, a sewer utility is located near Parcel 3 that could provide service to her parcel. Mrs.
Warren testified that at this time, she and her husband farm their land.

35. Mrs. Warren testified that she and her husband wish to obtain water utility service
prior to marketing their parcel to developers, and to this end they requested service of Arizona Water.
Eloy is concerned for the potential cost borne by the taxpayers via the just compensation requirement
of eminent domain. Although this concern is reasonable, Parcel 3 is not within Eloy’s city limits and
Floy provided no timeframe for when service would be provided.

36.  Based on the existing request for service and Arizona Water’s ability to provide that
service, consistent with Staff’s recommendation, we believe it is in the public interest to grant
Arizona Water’s application for CC&N extension to Parcel 3.

Parcels 4, 5, 6, and 7

37.  Each of these parcels is located several miles from Arizona Water’s existing
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distribution mains. Parcel 4 consists of approximately 320 acres; Parcel 5 of approximately 300
acres; Parcel 6 of approximately 164 acres; and Parcel 7 of approximately 85 acres. Staff stated that
water service to these parcels will depend upon construction of other planned developments to bring
the water closer to these parcels before their development.

38. Staff stated that at build out, Parcel 4 could have about 400 customers; Parcel 5 about
200 customers; Parcel 6 about 150 customers; and Parcel 7 about 150 customers.

39.  Consistent with Staff’s recommendation and based upon the requests for service to
these parcels, we believe it is in the public interest to grant Arizona Water’s application for CC&N
extension to Parcels 4, 5, 6, and 7.

Parcel 8

40.  This parcel contains approximately 40 acres and is located several miles from Arizona
Water’s existing distribution mains. Staff stated that water service to this parcel will depend upon
construction of other planned developments to bring the water closer to this parcel before its
development. Arizona Water stated in its Application that it anticipates no new customers within the
first five years and that at build out, Parcel 8 could have about 20 customers. However, at hearing,
the owner of Parcel 8 testified that he prefers to begin development as soon as possible.

41.  Parcel 8 is within Eloy’s city limits, and Staff did not recommend inclusion of Parcel 8
in Applicant’s CC&N extension. Eloy objected to extension of Applicant’s CC&N to this parcel.

42.  Arizona law requires every applicant for a CC&N or CC&N extension to submit
evidence to the Coﬁmission that the applicant has received consent, franchise or permit from the
proper authority prior to being granted the CC&N or CC&N extension. Specifically, Section 40-
282(B), Arizona Revised Statutes, requires “[e]very applicant for a certificate [to, submit]
evidence...to show that the applicant has received the required consent, franchise or permit of the
[applicable government authority].” Arizona Water does not have a franchise agreement or other
consent to operate within the City of Eloy. Staff stated that the inclusion of Parcel 8 in the CC&N
extension as proposed by Arizona Water may create an infringement or encroachment without
permission if approved by the Commission. For this reason, Staff requested of Arizona Water, and

Arizona Water docketed, a revised legal description excluding Parcel 8 prior to the hearing.
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43.  In the instant case, Eloy has clearly stated that Arizona Water has no such consent,
franchise or permit; and Doug Olson, Water/Wastewater System Manager for the City of Eloy,
testified that Eloy would not grant such authority within its city limits as Eloy desires to serve its own
constituents within its municipal boundaries. HoWever, there is nothing in the record to show that
Eloy has already denied a franchise or other consent to Arizona Water to operate within its municipal
boundary.

44.  Mr. Olson further stated Eloy’s concern with having various water companies located
within the city limits is that the public interest would be harmed as Eloy would be required to use
eminent domain and its associated requirement of compensation, using taxpayer money, to the holder
of the interest in the condemned property prior to inclusion in Eloy’s water system. Eloy stated that
Parcel 8 is surrounded by planned developments that the city is currently working on with developers
so that Eloy will be able to serve the parcel by the time any development occurs.

45,  Derrick Ethington, owner of Parcel 8, testified that he asked Arizona Water to expand
its certificated area to include his property. Regarding sewer service, he stated his wish to develop
one-acre residential lots that will enable the use of a septic system. Mr. Olsen testified that he does
not believe Mr. Ethington will be allowed to have septic tanks pursuant to county code.

46.  Mr. Ethington further testified that he requires water service to develop his property,
that he has a complete plat application pending with Eloy, and that he hopes to develop Parcel 8
within the next six months. He testified that he submitted a request for service to Arizona Water
because Eloy would be unable to provide water consistent with his desired timeframe for service, and
because Eloy’s water main was six miles from his property and would be more financially
burdensome for him to connect than Arizona Water’s water main, which is only one mile from his
property. However, Mr. Olsen testified that to his knowledge, and based upon conversation with the
Planning and Zoning Director of Eloy, Mr. Ethington has not submitted all of the information
required for a preliminary plat application.

47.  Because the landowner has demonstrated need and requested service and no other
provider is available to provide service in a timely manner, and because Eloy has not taken official

action to either approve or deny Arizona Water a franchise, we believe granting an Order Preliminary
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to a CC&N is appropriate for Parcel 8. Staff’s Late Filed Exhibit shows other regulated water
companies to be located within the City of Eloy’s planning area. Eloy pointed out that all of the
water companies within the current planning area received their CC&Ns prior to the establishment of
Eloy’s current boundaries. Nonetheless, Arizona Water has a request for service to this parcel and is
ready, willing and able to provide service. An Order Preliminary to a CC&N will give Arizona
Water the opportunity to request official action of Eloy regarding a franchise for operation within
Eloy’s municipal boundary. Based on Mr. Ethington’s desired timeframe for development, this is the
most equitable result.

48. We will therefore require that Arizona Water file, within one year of this Decision, as
a compliance item in this docket, evidence that it has obtained a franchise or other consent from Eloy
for the purpose of providing water utility service within Parcel 8. If the franchise or other consent to
operate within Parcel 8 is not granted by Eloy within one year from the date of this Decision, then the
Order Preliminary shall be null and void.

49.  Because an allowance for the property tax expense of Arizona Water is included in the
Company’s rates and will be collected from its customers, the Commission seeks assurances from the
Company that any taxes collected from ratepayers have been remitted to the appropriate taxing
authority. It has come to the Commission’s attention that a number of water companies have been
unwilling or unable to fulfill their obligation to pay the taxes that were collected from ratepayers,
some for as many as twenty years. It is reasonable, therefore, that as a preventative measure Arizona
Water annually file, as part of its annual report, an affidavit with the Utilities Division attesting that
the company is current in paying its property taxes in Arizona.

CONCLUSIONS OF LAW

1. Arizona Water is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §40-281 et seq.

2. The Commission has jurisdiction over Arizona Water and the subject matter of the
application.

3. Notice of the application was provided in accordance with law.

4. There is a public need and necessity for water utility service and this requires issuance

10 DECISION NO.
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of an Order Preliminary to the approval of an extension of Arizona Water’s CC&N authorizing it to
construct, operate and maintain facilities to furnish water service in Parcel 8, described in Exhibit A.

5. Arizona Water is a fit and proper entity to receive an Order Preliminary to the
extension of its water CC&N to include the service area more fully described in Exhibit A attached
hereto.

6. The application by Arizona Water to extend its CC&N to the area described in Exhibit
A should be granted subject to an Order Preliminary being issued prior to a CC&N subject to
obtaining a franchise or other consent to operate within the municipal boundary of the City of Eloy
within one year of the date of this Decision.

7. There is a public need and necessity for water utility service in the proposed extension
areas described in Exhibit B,

8. Arizona Water is a fit and proper entity to receive an extension of its water CC&N to
include the service areas more fully described in Exhibit B attached hereto, subject to compliance
with the conditions set forth above.

ORDER

IT IS THEREFORE ORDERED that pursuant to A.R.S. § 40-282(D), this Order Preliminary
to the issuance of the Certificate of Convenience and Necessity is granted and upon the granting of a
franchise or other consent to operate within the municipal boundary of Eloy, Arizona Water
Company shall file a motion in this docket for the issuance of a Certificate of Convenience and
Necessity authorizing it to construct, maintain and operate facilities to provide water service to tﬁe
public in the area more fully described in Exhibit A.

IT IS FURTHER ORDERED that upon the motion of Arizona Water Company and
verification of satisfaction of the requirements for the issuance of the Certificate of Convenience and
Necessity for the area described in Exhibit A, Staff shall prepare and docket an Order that grants the
Certificate of Convenience and Necessity for Commission approval.

IT IS FURTHER ORDERED that in the event Arizona Water Company does not obtain a

2 Parcels 1, 3,4, 5,6, and 7.
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1 | franchise or other consent to provide water utility service to the area described in Exhibit A within
‘ 2 | one year of the date of this Decision, then the Order Preliminary approved herein shall be deemed
3 | null and void. In such event, Staff shall file a memorandum to close this docket.
4 IT IS FURTHER ORDERED that the application of Arizona Water Company extension of its
5 [ water Certificate of Convenience and Necessity, to include the areas described in Exhibit B attached
hereto and incorporated herein by reference be, and is hereby approved, subject to the conditions set
forth in the following Ordering Paragraphs.
IT IS FURTHER ORDERED that Arizona Water Company shall charge its authorized rates

\© oo 1 O

and charges in the extension area.
10 IT IS FURTHER ORDERED that the Commission’s Decision granting the requested CC&N
11 j extension be considered null and void if Arizona Water Company fails to meet the conditions
12 | contained in the following three Ordering Paragraphs within the time specified.
13 IT IS FURTHER ORDERED that Arizona Water Coinpany file with Docket Control, as a
. 14 | compliance item in this docket, a Notice of Filing indicating Arizona Water Company has submitted
15 | for Staff’s review and approval, a copy of the fully executed main extension agreements for water
16 | facilities for each parcel within the extension area, except for Parcel 1, within two years of this
17 | Decision.
18 IT IS FURTHER ORDERED that Arizona Water Company file with Docket Control, as a
19 | compliance item in this docket, a copy of the Arizona Department of Environmental Quality
20 || Approval to Construct for the facilities needed to serve each of the Parcels within the requested areas,
21 | except for Parcel 1, within two years of this Decision.
22 IT IS FURTHER ORDERED that Arizona Water Company file with Docket Control, as a
23 | compliance item in this docket, a copy of the developers’ Certificates of Assured Water Supply for
24 [ each of the Parcels within the requested areas, except for Parcel 1, stating that there is adequate water

25 | supply, where applicable or when required by statute, within two years of this Decision.

26

.27

28
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1 IT IS FURTHER ORDERED that Arizona Water shall annually file as part of its annual
. 2 | report, an affidavit with the Utilities Division attesting that the Company is current in paying its

3 [ property taxes in Arizona.

4 IT IS FURTHER ORDERED that this Decision shall become effective immediately. -

5 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

10 COMMISSIONER COMMISSIONER COMMISSIONER

11

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.

12
13

14
o

15

BRIAN C. McNEIL

16 EXECUTIVE DIRECTOR

17
DISSENT

18

19

20 DISSENT

21 AB:mj

22
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28
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Phoenix AZ 85004

Garye L. Vasquez

Cooper, Vasquez & Rueter, LLP
PO Box 15005
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PARCEL EIGHT

The Northeast quarter of the Northeast quarter of Section 20, Township 8 South, Range 7 East of
the Gila and Salt River Base and Meridian, Pinal County, Arizona. ’

WAAWC EXHIBITS\CCENIZ005\ICGICCN LEGAL DESCRIPTION MASTER EXHIBIT CG.00C
CB:CB | 07:56 | &/8/05

. ' EXHIBIT A
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PARCEL ONE

Sections 1 and 12 of Township 7 South, Range 4 East of the Gila and Salt River Base and
Meridian, Pinal County, Arizona. Together With:

Sections 5, 6, 7, and 8 of Township 7 South, Range 5 East of the Gila and Salt River Base and
Meridian, Pinal County, Arizona. Together With: '

The Northeast quarter and the South half of Section 32, Township 6 South, Range 5 East of the
Gila and Salt River Base and Meridian, Pinal County, Arizona.

PARCEL THREE

All of Section 36, Township 7 South, Range 6 East of the Gila and Salt River Base and
Meridian, Pinal County, Arizona. ‘

PARCEL FOUR

That portion of Lots 1, 2, 3, 4, 5, 6, and 7 and the Southeast quarter of the Northwest quarter and
the Southwest quarter of the Northeast quarter and the East half of the Southwest quarter of A
Section 6, Township 7 South, Range 7 East of the Gila and Salt River Base and Meridian, Pinal

County, Arizona, described as follows:

BEGINNING at the Northeast corner of said Section 6, also being the Northeast corner of said Lot
1; .

Thence South 00 Degrees 46 Minutes 20 Seconds East, along the East line of said Lot 1, a distance
of 589.31 feet to the existing field location of the North edge of the Florence-Casa Grande Canal;
Thence along said North edge, the following 15 courses and distances;

Thence North 89 Degrees 47 Minutes 23 Seconds West, 403.39 feet;

Thence South 63 Degrees 13 Minutes 34 Seconds West, 119.11 feet;

Thence South 36 Degrees 20 Minutes 31 Seconds West, 586.88 feet;

Thence South 27 Degrees 15 Minutes 22 Seconds West, 233.24 feet.;

Thence South 89 Degrees 56 Minutes 56 Seconds West, 356.22 feet;

Thence South 00 Degrees 54 Minutes 57 Seconds East, 668.72 feet;

Thence South 34 Degrees 10 Minutes 22 Seconds West, 136.77 feet;

EXHIBIT B DECISION NO. _
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Thence South 53 Degrees 59 Minutes 16 Seconds West, 122.25 feet;

Thence South 69 Degrees 44 Minutes 07 Seconds West, 1217.20 feet;

Thence South 01 Degrees 03 Minutes 35 Seconds East, 55.06 feet;

Thence North 89 Degrees 58 Minutes 48 Seconds West, 150.00 feet;

Thence South 61 Degrees 08 Minutes 49 Seconds West, 150.07 feet;

Thence South 51 Degrees 09 Minutes 27 Seconds West, 2015.19 feet;

Thence South 60 Degrees 17 Minutes 26 Seconds West, 190.09 feet;

Thence South 68 Degrees 41 Minutes 00 Seconds West, 572.72 feet to the West line of said Lot 7;
Thence North 01 Degrees 17 Minutes 36 Seconds West, 1639.99 feet to the West quarter corner of

said Section 6;
Thence North 00 Degrees 39 Minutes 31 Seconds West, 2651.27 feet to the Northwest corner of

said Section 6;
Thence North 89 Degrees 59 Minutes 58 Seconds East, 2568.10 feet to the North quarter comer of

said section 6; ,
Thence North 90 Degrees 00 Minutes 00 Seconds East, 2667.57 feet to the Northeast corner of

said Section 6 and the POINT OF BEGINNING.

PARCEL FIVE

The West half of the Northeast quarter of Section 27, Township 5 South Range 6 East of the Gila
and Salt River Base and Meridian, Pinal County, Arizona. _

PARCEL SIX

The Northwest quarter of Section 3, Township 6 South, Range 7 East of the Gila and Salt River
Base and Meridian, Pinal County, Arizona.

PARCEL SEVEN

A portion of the Southeast quarter of Section 3, Township 6 South, Range 7 East 6f the Gila and
Salt River Base and Meridian, Pinal County, Arizona, described as follows:

Commencing at the East quarter corner of said Section 3, a rebar with aluminum cap;

Thence South 89 Degrees 52 Minutes 39 Seconds West, along the North line of said Southeast
quarter, a distance of 1328.87 feet to the Northeast corner of the West half of the Southeast
quarter of said Section 3 and the POINT OF BEGINNING; ,

Thence South 00 Degrees 16 Mimites 03 Seconds West, along the East line of said West half, a
distance of 1368.45 feet to the North line of a El1 Paso Natural Gas Easement as described in
Docket 556, Page 497, records of Pinal County; »

Thence South 89 Degrees 54 Minutes 46 Seconds West, along said North line, a distance of
1331.05 feet to the West line of said Southeast quarter;

Thence North 00 Degrees 21 Minutes 34 Seconds East, along said West line, a distance of
1367.65 feet to the North line of said Southeast quarter; ‘ '

Thence North 89 Degrees 52 Minutes 39 Seconds East, along said North line, a distance of
1328.87 feet to the POINT OF BEGINNING. Together With:

DECISION NO.
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A portion of the Southeast quarter of Section 3, Township 6 South, Range 7 East of the Gila and
‘ Salt River Base and Meridian, Pinal County, Arizona, described as follows:

BEGINNING at the East quarter corner of said Section 3, a rebar with aluminum cap;
Thence South 00 Degrees 10 Minutes 30 Seconds West, along the East line of the Southeast
quarter of Section 3, a distance of 1394.23 feet to the North line of a El Paso Natural Gas
Easement, as described in Docket 556, Page 497, records of Pinal County;

Thence South 89 Degrees 57 Minutes 44 Seconds West, along said North line, a distance of
1331.10 feet to the West line of the East half of said Southeast quarter of said Section 3;-
Thence North 00 Degrees 16 Minutes 03 Seconds East, along said West line, a distance of
1392.26 feet to the Northwest corner of said East half, and the North line of said Southeast
quarter;

Thence North 89 Degrees 52 Minutes 37 Seconds East, along said North line, a dlstance of
1328.86 feet to the POINT OF BEGINNING.

DECISIONNO. ____
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01445A-05-0358
ARIZONA WATER COMPANY, AN ARIZONA .

CORPORATION, FOR AN ORDER :
AUTHORIZING THE EXECUTION OF A NEW DECISION NO.
LOAN AGREEMENT OR AMENDMENT TO AN
EXISTING LOAN AGREEMENT AND THE
DELIVERY OF A PROMISSORY NOTE IN
CONNECTION THEREWITH. ORDER

Open Meeting
September 7 and 8, 2005
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. Arizona Water Company (“AWC” or “Company”) is an Arizona Corporation that
owns and operates water systems providing water service to approximately 73,000 customers located
in Cochise, Coconino, Gila, Maricopa, Navéjo, Pima, Pinal and Yavapai Counties in Arizona,
pursuant to authority granted by the Commission.

2. AWC is a wholly owned subsidiary of Utility Investment Company, which is a wholly
owned subsidiary of United Resources, Inc.

3. AWC charges rates approved in Decision Nos. 58120 (December 23, 1992) (Western
Group), 64282 (December 28, 2001) (Northern Group), and 66849 (March 19, 2004) (Eastern
Group).

4. On May 17, 2005, AWC filed the above-captioned application with the Commission
requesting authorization to extend its current line of credit by means of one or more amendments to

its existing loan agreement with Bank of America Arizona (the “Bank™) through June 1, 2006 in an

S:\Bjelland\Water\Financing\050358ord.doc 1
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amount not to exceed $21.0 million.

5. On July 13, 2005, AWC filed certification that it caused notice of the application to be
published in the Arizona Republic on June 6, 2005, and in the Arizona Daily Star/Tucson Citizen on
June 6, 2005.

6. In the case of either a new loan agreement or an amendment to the existing loan
agreement, AWC expects the terms and conditions of the line of credit to remain the same as those
previously approved by the Commission. AWC established a $9.0 million line of credit with the
Bank in 1997, which was approved in Decision No. 60272 (July 2, 1997). Decision No. 64996 (June
26, 2002) approved a loan to replace the 1997 loan agreement with a credit line of $11.5 million
(“2002 Loan Agreement™). Decision No. 66104 (July 25, 2003) approved the First Amendment to
the 2002 Loan Agreement to increase the line of credit to $15.0 million (“First Amendment”). The
First Amendment to the 2002 Loan Agreement expired on June 1, 2004. In Decision No. 67274
(October 5, 2004), the Commission authorized the Second Amendment to the 2002 Loan Agreement
(“Second Amendment”). Under the current terms of the Second Amendment AWC’s ability to draw
on the $15,000,000 line of credit expired on August 1, 2005. AWC stated that currently, the unpaid
principal balance of all advances under the 2002 Loan Agreement, as amended, bears interest at the
bank’s reference rate minus .25 of a percentage point or at one of two optional rates' elected by the
Company as provided by the First Amendment.

7. AWC stated that it needs to increase the line of credit in order to finance future
construction, including arsenic treatment facilities and expansion of its water facilities and to
maintain and continue a high quality of service to its customers. The Company requests authority to
utilize the proceeds of the proposed line of credit to pay for construction of improvements and
additions to the Company’s utility plant within the State of Arizona and for the reimbursement of
monies actually expended from the Company’s treasury for such purposes.

8. AWC stated that as of March 31, 2005, the Company’s short-term indebtedness was
$2,100,000.

! The optional rates are equal to or less than the bank’s reference rate minus .25 of a percentage point.

2 DECISION NO.
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‘ 1 9. On July 27, 2005 the Commission’s Utilities Division Staff (“Staff”) filed its Staff

[\>]

Report on the application, recommending approval.

10.  Staff stated that it examined AWC’s 2004 construction budget and found the projects
to be both reasonable and appropriate.

11.  Staff stated that under the terms of the proposed $21.0 million line of credit through
June 1, 2006, all advances will bear interest during each calendar month under one of three rates
depending on the timing and amount of the draws. Staff stated that AWC may choose between one

of three options: 1) the Bank’s reference rate minus 0.25 percentage points; 2) a fixed rate to be

O 0 N N W B W

determined by the Bank; or 3) an interest rate computed using a formula based on the London

10 | Interbank Offered Rate (“LIBOR”)?.

11 12. Staff stated that as of June 10, 2003, the rates under the three options were as follows:

12 Option 1: Reference Rate: 5.75

13 Option 2: Fixed rate on amounts not less than $500,000 for periods of 30, 60, 90, 120,
' 14 150 and 180 days:

15

a. 30 days=4.21 percent

16 b. 60 days =4.30 percent
c. 90 days = 4.40 percent

17 d. 120 days = 4.46 percent
e. 150 days=4.51 percent
f.

18 180 days = 4.57 percent
19 Option 3: LIBOR formula rate on amounts not less than $500,000 for periods of 30,
20 60, 90, 120, 150 and 180 days:
21 a. 30 days: 3.21625 + 1.0 = 4.21625 percent
b. 60 days: 3.30813 + 1.0 =4.30813 percent
22 c. 90 days: 3.40000 + 1.0 = 4.40000 percent
d. 120 days: 3.45563 + 1.0 = 4.45563 percent
23 e. 150days:  3.51750 + 1.0 = 4.51750 percent
24 f. 180 days: 3.59188 + 1.0 = 4.59188 percent
25 13.  Staff performed an analysis of AWC’s financial statements for the twelve-month
%6 period ended December 31, 2004.
®
8 2 Staff explained that the formula is the LIBOR divided by the sum of 1.00 minus the Reserve Percentage, and that

components of the formula are defined and discussed in detail in the 2002 Agreement.

3 DECISION NO.
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14. As of December 31, 2004, AWC’s capital structure consisted of 0.45 percent short-
term debt,> 24.12 percent long-term debt, and 75.43 percent equity.

15.  Staff’s analysis showed that if AWC were to draw the entire $21.0 million from the
proposed line of credit, the resulting pro forma capital structure would consist of approximately 19.51
percent short-term debt,* 19.51 percent long-term debt, and 60.99 percent equity.

16. The Debt Service Coverage ("DSC") ratio represents the number of times internally
generated cash will cover required principal and interest payments on long-term debt. A DSC ratio
greater than 1.0 means that operating cash flow is sufficient to cover debt obligations. A DSC less
than 1.0 means that debt service obligations cannot be met from operations and that another source of
funds is needed to avoid default.

17. The Times Interest Earned Ratio ("TIER") represents the number of times earnings will
cover interest expense on short-term and long-term debt. A TIER greater than 1.0 means that
operating income is greater than interest expense. A TIER of less than 1.0 is not sustainable in the
long term but does not hecessarily mean that debt obligations cannot be met in the short term.

18.  Based on its analysis of the Company’s December 31, 2004 financial results, Staff
determined that the pro forma effect of AWC’s proposed $21.0 million line of credit if fully drawn
would be a lowering of the Company’s TIER from 5.76 to 4.43 and a lowering of the Company’s
DSC ratio from 6.88 to 5.52.7 Staff stated that the pro forma TIER and DSC ratios show that the
Company has adequate cash flow to make interest payments on the proposed line of cfedit.

19.  Staff Engineering reviewed the Company’s construction budget for the year 2005, and
stated that without making any “used and useful” determination from which any conclusions should
be inferred for ratemaking or rate base purposes, Staff found the estimated project costs provided by
the Company to be reasonable and appropriate.

20.  Based on its review and analysis, Staff concluded that the proposed financing is for

lawful purposes, within AWC’s powers as a corporation, compatible with the public interest,

* Includes $0 in short-term debt and $400,000 in current maturities on long-term debt as of December 31, 2004.

* Includes $21,000,000 in short-term debt and $400,000 in current maturities on long-term debt.

* The interest rate Staff used for short-term debt in its projection was 5.75 percent, the highest and most conservative
interest rate option currently available under the proposed credit agreement. Staff’s DSC calculation included no principal
repayment on short-term debt and assumed that the principal would be refinanced when due.
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S

o L N3 N W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. W-01445A-05-0358

consistent with sound financial practices and will not impair its ability to provide public service.
Staff recommended approval of the Company’s application for authorization to enter into a loan
agreement with Bank of America Arizona for a line of credit through June 1, 2006, not to exceed
$21.0 million, at an interest rate not to exceed the Bank’s reference rate minus 0.25 percentage
points.

21.  Staff stated that the Arizona Department of Environmental Quality (“ADEQ”) and the
Maricopa Environmental Services Department (“MCESD”) regulate the water systems operated by
the Company. Staff stated that based on data submitted by ADEQ and MCESD, it has determined
that the Company’s systems are currently delivering water that meets water quality standards required
by Title 18, Chapter 4 of the Arizona Administrative Code.

22.  The Company currently has a curtailment tariff on file that covers all its systems.

23.  Staff’s recommendations are reasonable and should be adopted.

CONCLUSIONS OF LAW

1. AWC is a public service corporation within the meaning of Article XV of the Arizona
Constitution and A.R.S. §§ 40-281, 40-282, 40-301 and 302.

2. The Commission has jurisdiction over AWC and the subject matter of the application.

3. Notice of the application was given in accordance with the law.

4, The recommendations set forth in Findings of Fact No. 20 are reasonable and should
be adopted.

5. The financing approved herein is for lawful purposes within AWC’s corporate powers,

is compatible with the public interest, with sound financial practices, and with the proper
performance by AWC of service as a public service corporation, and will not impair AWC’s ability to
perform that service.

6. The financing approved herein is for the purposes stated in the application and is
reasonably necessary for those purposes, and such purposes are not, wholly or in part, reasonably

chargeable to operating expenses or to income.

5 DECISION NO.
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ORDER

IT IS THEREFORE ORDERED that the application of Arizona Water Company for authority
to increase its current line of credit to $21.0 million and to extend its current line of credit by means
of one or more amendments to its existing loan agreement with Bank of America Arizona through
June 1, 2006, or in the alternative, to enter into a new loan agreement for a $21.0 million line of
credit through June 1, 2006, is hereby approved.

IT IS FURTHER ORDERED that such authority is expressly contingent on Arizona Water
Company's use of the proceeds for the purposes set forth in its application.

IT IS FURTHER ORDERED that Arizona Water Company is hereby authorized to engage in
any transactions and execute any documents necessary to effectuate the authorization granted
hereinabove.

IT IS FURTHER ORDERED that Arizona Water Company shall file with the Director of the
Utilities Division, within 90 days of this Decision, a copy of all executed documents associated with

the financing authorized herein.

6 DECISION NO.
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IT IS FURTHER ORDERED that the financing approved herein shall not guarantee or imply
any specific treatment of any capital additions for rate base or rate making purposes.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2005.

BRIAN C. McNEIL
EXECUTIVE SECRETARY

DISSENT

DISSENT

AB:mj
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Robert Geake

Arizona Water Company
P.O. Box 29006

Phoenix, AZ 85038-9006

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ermest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007
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ARIZONA WATER COMPANY
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BRIAN C. McNEIL
Executive Director

COMMISSIONERS
JEFF HATCH-MILLER - Chairman
. WILLIAM A. MUNDELL
MARC SPITZER
MIKE GLEAS
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

DATE: FEBRUARY 27, 2006
DOCKET NO: T-01051B-05-0858

TO ALL PARTIES:

Enclosed please find the recommendation of Chief Administrative Law Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

AUTOTEL/QWEST CORPORATION
(ARBITRATION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

¢ MARCH 8, 2006
The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Working Session and Open Meeting to be held on:

MARCH 15, 2006 and MARCH 16, 2006

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602)542-4250. For information about the Open Meeting, contact the

Executive Secretary’s Office at (602) 542-3931.
C NN -
BRIAN C, McNEI

EXECUTIVE DIRECTOR

HINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347

1200 WEST WAS!
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE PETITION BY DOCKET NO. T-01051B-05-0858
AUTOTEL FOR ARBITRATION OF AN
INTERCONNECTION AGREEMENT WITH DECISION NO.
QWEST CORPORATION PURSUANT TO
SECTION 252(B) OF THE

TELECOMMUNICATIONS ACT. OPINION AND ORDER

DATE OF HEARING: December 15, 2005 (procedural conference), February 6,
2006 (date scheduled for oral argument)

PLACE OF HEARING: Phoenix, Arizona
ADMINISTRATIVE LAW JUDGE: Amy Bjelland
APPEARANCES: Richard Oberdorfer, President of Autotel;

Gregory Monson, STOEL RIVES, LLP, on behalf of
Qwest Corporation; and

Maureen Scott, Staff Attorney, Legal Division, on

behalf of the Utilities Division of the Arizona
Corporation Commission.

BY THE COMMISSION:

On November 23, 2005, Autotel filed with the Arizona Corporation Commission
(“Commission™) a Petition for Arbitration of an interconnection agreement with Qwest Corporation
(“Qwest”) pursuant to A.A.C. R14-2-1505 and Section 252(b) of the Communications Act of 1934,
as amended by the Telecommunications Act of 1996 (“the Act”).

On December 13, 2005, Qwest filed its Response to Petition for Arbitration, Including Motion
to Dismiss.

On December 15, 2005, pursuant to Procedural Order, a procedural conference was held.

On December 16, 2005, pursuant to Procedural Order, the timeclock in this matter was
suspended pending resolution of the legal objections to the Petition filed in this docket raised by

Qwest and Staff.
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On February 6, 2006, pursuant to Procedural Order, a procedural conference was held for the
purpose of oral argument. All parties stated that they were satisfied with the existing record and
would not object to going forward solely on the pleadings filed in the docket.

On February 6, 2006, by Procedural Order, the parties were notified that unless an objection
was filed by February 15, 2006, requesting oral argument, the matter would be taken under
advisement based upon the existing pleadings. No objection was filed.

% * * * * * % % % *

Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. Autotel is a Commercial Mobile Radio Service (“CMRS”) provider. This filing
constitutes Autotel’s second petition for arbitration of an interconnection agreement (“ICA”) with
Qwest. Autotel previously filed for arbitration of an ICA with Qwest on February 27, 2004, naming
four issues for arbitration. The issues raised in the petition were determined by Decision No. 67408
(November 2, 2004) (“Approved Arbitration”).

2. On December 9, 2004, Autotel filed with the Commission a Formal Complaint against
Qwest, alleging that the Qwest ICA did not comply with the Approved Arbitration. The Formal
Complaint docket was consolidated with the Approved Arbitration docket on February 11, 2005, and
after a procedural conference on February 23, 2005, the parties were able to resolve the dispute that
led Autotel to file the Formal Complaint. The ICA was filed with the Commission on March 16,
2005, and approved by operation of law on April 15, 2005 (“Approved ICA”).

3. On May 5, 2005, Autotel filed a Complaint in the United States District Court for the
District of Arizona (“Federal Complaint”) seeking damages for violations of due process and equal
protection, and alleging that the Approved Arbitration and Approved ICA do not comply with the
Act. The Federal Complaint remains pending. Qwest stated that Autotel has not requested any
services or interconnection with Qwest under the terms of the Approved ICA.

4. Qwest stated that it received a request from Autotel for negotiation of a second ICA in

Arizona on June 23, 2005. Citing the Approved ICA, Qwest declined to begin negotiations anew.

7 NECISTON NO.
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‘ 1 5. On November 23, 2005, Autotel filed with the Commission a Petition for Arbitration

2 | of an Interconnection Agreement with Qwest pursuant to A.A.C. R14-2-1505 and Section 252(b) of

W

the Communications Act of 1934, as amended by the Act.

B

6. On December 13, 2005, Qwest filed its Response to Petition for Arbitration, Including

5 1 Motion to Dismiss.

6 7. On Decenﬁber 15, 2005, pursuant to Procedural Order, a procedural conference was
7 1 held.

8 8. On December 16, 2005, pursuant to Procedural Order, thé timeclock in this matter was
9 | suspended pending resolution of the legal objections to the Petition filed in this docket raised by

10 | Qwest and Staff.
11 9. On December 20, 2005, Qwest filed a Motion and Consent of Timothy Berg for Pro
12 | Hac Vice Admission of Gregory Monson on behalf of Qwest Corporation. This motion was granted
13 { by procedural order on January 10, 2006.
’ 14 10.  On January 6, 2006, Autotel, Qwest and Staff filed Opening Briefs. I
15 11. On January 17, 2006 Qwest filed a Request for the Commission to Take Official \
16 | Notice of Decisions in Other States.
17 12.  On January 27, 2006, Autotel and Qwest filed their Reply Briefs.
18 13.  On February 6, 2006, pursuant to Procedural Order, a procedural conference was held
19 | for the purpose of oral argument. Richard Oberdorfer, President of Autotel, unexpectedly failed to
20 | make an appearance. Monica Davis, office manager for Mr. Oberdorfer, was present via telephone
21 [ on behalf of Autotel, but stated that she is not an attorney. She stated that Mr. Oberdorfer was out of
22 | the country. Counsel for Qwest and counsel for Staff were both present.
23 14. At the time appointed for oral argument, all parties stated that they were satisfied with
24 | the existing record and would not object to going forward solely on the pleadings filed in the docket.
25 15. On February 6, 2006, by Procedural Order, the parties were notified that unless an
. 26 | objection was filed by February 15, 2006, requesting oral argument, the matter would be taken under
27 | advisement based upon the existing pleadings. No objection was filed.

28 16.  On February 16, 2006, Fennemore Craig, attorneys for Qwest, filed a Notice of

2 DECTISTON NO.
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Withdrawal, stating that Qwest has been advised of and consented to the withdrawal, and that
pleadings in the matter previously sent to Fennemore Craig should be directed to Norman Curtright.
Substitution of counsel was approved by procedural order on February 23, 2006.

17.  Autotel set forth three issues for resolution by the Commission: (1) adoption of an
interconnection agreement; (2) state commission jurisdiction concerning Qwest’s good faith
negotiation duties under Section 251(c)(1); and (3) review of state commission actions. Autotel
subsequently withdrew issues (2) and (3) in its January 6, 2006 filing. Because Autotel has
withdrawn the issues relating to state commission jurisdiction concerning Qwest’s good faith
negotiation duties under Section 251(c)(1) and review of state commission actions, we do not address
those here.

18.  Prior to reaching the issues enumerated by Autotel in this docket, we must address the
legal objections to the Petition for Arbitration raised by Qwest and Staff.

19.  Both Qwest and Staff contended that to allow Autotel’s Petition to go forward in this
docket would be inappropriate and, in effect, allow Autotel to ignore the Approved ICA. Qwest
further stated that the Petition does not comply with the requirements of 47 U.S.C. § 252(b)(2)(A)
and A.A.C. R14-2-1505.B.2, in that it fails to identify any unresolved and resolved issues.

20.  Autotel’s arguments are unpersuasive, and it has cited no legal authority that
overcomes, or adequately addresses, the arguments set forth by Qwest and Staff. Autotel argued that

it may file this petition pursuant to the Approved ICA, which states in Section XXILB.1:

This Agreement shall be effective as of the effective date of commission
approval of this Interconnection Agreement and shall remain in effect for
a period of 3 years, and thereafter shall continue in force and effect unless
and until a new agreement, addressing all of the terms of this Agreement,
becomes effective between the Parties. The Parties agree to commence
negotiations on a new agreement no later than 2 ' years after this
Agreement becomes effective. This Agreement shall become effective
pursuant to Sections 251 and 252 of the Act.

Autotel has not partaken of the Approved ICA; we decline to allow Autotel to seek refuge in the very
document that it has thus far failed to utilitize. Further, the time period referred to in the Approved

ICA requires that negotiations commence by October 15, 2007. Even if we were disposed to accept
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Autotel’s argument, when we consider the current procedural posture of the Approved ICA, we find
it is premature to require Qwest to negotiate with Autotel. The Approved ICA has been in effect
since April 15, 2005. Autotel has been able to operate in Arizona pursuant to the Approved ICA
since that time, and remains able to operate should it so choose, as the Approved ICA remains in
effect.

21. In its Response to Autotel’s Petition, Qwest gave detailed background regarding its
negotiations with Autotel in various western states; an arbitration petition filed against Qwest in
Utah; another filed by an Autotel afﬁliate, Western Radio Services, Inc. (“Western”), in Oregon; two
additional petitions filed in Colorado and New Mexico after the petition that began this docket. The
issues decided in the Approved Arbitration have likewise been arbitrated in each of these states.
Qwest stated that Western and Autotel refused to sign approved ICAs in Oregon, New Mexico and
Utah, but did sign the approved ICA with Qwest in Colorado.

22.  Qwest further alleged in its Response to Autotel’s Petition that it has requested that
Autotel voluntarily withdraw its petitions in Oregon and Utah; “Autotel and Western, however, have
refused to withdraw them unless Qwest will negotiate a new agreement that disregards the arbitration
decisions by the commissions in those states.” Qwest’s Response, fn. 1. We find this pattern of
behavior on Autotel’s part troubling and essentially an attempt to wrest from Qwest an ICA more
favorable to Autotel than that already approved by this Commission via the legitimate arbitration
process.

23,  Staff likewise stated its concern with Autotel’s pattern of conduct, wherein Autotel, in
various states, has prematurely appealed arbitration decisions, refused to sign resulting ICAs and
sought to void state commission decisions by attempting to obtain a new ICA. Staff cited Global
NAPS, Inc. v. Verizon New England, Inc., stating that “[pJublic policy dictates that the arbitrated
agreement be upheld to provide incentive for the CLECs to negotiate in good faith and to conserve
administrative resources” (2004 WL 1059792 (C.Mass. 2004), aff’d, 395 F.3d 16 (1% Cir. 2005)).
We find Staff’s reasoning and arguments very persuasive.

24.  We find it significant that Autotel has initiated a subsequent arbitration proceeding

while the Federal Complaint is pending without ever operating under the Approved ICA. The 1™
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Circuit found that “[i]n attempting to void the terms of a valid arbitration order, it is clear that Global
NAPS is refusing to cooperate . . . in violation of its duty to negotiate in good faith.” Global NAPS,
396 F.3d at 25. The 1% Circuit also pointed out that the obligations of Section 252(b) apply to both
parties to an arbitration.

25.  We agree with Qwest and Staff that Autotel may not permissibly file a second petition
for arbitration while the Approved ICA remains under judicial review. In our position as Arbitrator,
the Commission has already ruled on the issues enumerated in Autotel’s first petition. Qwest
undertook to negotiate in good faith with Autotel the Approved ICA. Autotel has failed to make use
of the Approved ICA while it pursues federal litigation in the matter. It appears that the Petition for
Arbitration in the instant docket is an attempt to more quickly circumvent Autotel’s own legitimate
attempt to resolve the matter in the federal court. To allow Autotel to go forward with a second
petition for arbitration is a waste of judicial and administrative resources considering that the
Approved ICA remains pending in federal court and would render the arbitration process itself futile.

26.  We therefore agree with Staff and Qwest that Autotel’s Petition for Arbitration should
be dismissed, and will do so with prejudice. We admonish Autotel for its waste of administrative and
judicial resources in filing this Petition for Arbitration while the Federal Complaint remains pending
and while it has failed to make use of its Approved ICA. Autotel has further wasted Commission
resources in failing to send a suitable representative to appear for oral argument. Although this
Commission does not regulate Autotel apart from its role in arbitration pursuant to the Act, it is our
hope that Autotel will take this admonishment into account for purposes of future filings and its
deportment in those proceedings.

CONCLUSIONS OF LAW

1. Qwest and Autotel are public service corporations within the meaning of Article XV
of the Arizona Constitution.

2. Qwest and Autotel are telecommunications carriers within the meaning of 47 U.S.C.
§§ 251 and 252.

3. The Commission has jurisdiction over Qwest and Autotel and the subject matter of the

Petition pursuant to 47 U.S.C. §§ 251 and 252 and A.A.C. R14-2-1501.
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. 1 4, The Commission’s resolution of the issues pending herein is just and reasonable,
2  meets the requirements of the Act and regulations prescribed by the FCC pursuant to the Act, is
3 | consistent with the best interests of the parties, and is in the public interest.
4 ORDER
5 IT IS THEREFORE ORDERED that Autotel’s Petition for Arbitration is hereby dismissed
6 | with prejudice.
7 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
8 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
9
10
i CHAIRMAN COMMISSIONER
12
13 COMMISSIONER COMMISSIONER COMMISSIONER
® .
15 IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
16 hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2005.
17 —_
18
19 BRIAN C. McNEIL
EXECUTIVE DIRECTOR
20
51 | DISSENT
22
23 |PISSENT
24
25
o
27
28
7 DECISION NO.
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SERVICE LIST FOR: AUTOTEL/QWEST
DOCKET NO.: T-01051B-05-0858

Richard L. Oberdorfer
114 N.E. Penn Avenue
Bend, OR 97701

Norman G. Curtright

QWEST CORPORATION

4041 N. Central Ave., 11" Floor
Phoenix, AZ 85012

Gregory B. Monson
STOEL RIVES, LLP

201 S. Main, Ste. 1100
Salt Lake City, UT 84111

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, AZ 85007
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BRIAN C. McNEIL
Executive Director

COMMISSIONERS
JEFF HATCH-MILLER - Chairman
. WILLIAM A. MUNDELL

MARC SPIngI:l
MIKE GLEA
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

DATE: FEBRUARY 27, 2006
DOCKET NO: T-01954B-05-0852
TO ALL PARTIES:
Enclosed please find the recommendation of Chief Administrative Law Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

AUTOTEL/CITIZENS UTILITIES RURAL COMPANY, INC.
(ARBITRATION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

. MARCH 8, 2006
The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Working Session and Open Meeting to be held on:

MARCH 15, 2006 and MARCH 16, 2006

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602)542-4250. For information about the Open Meeting, contact the

Executive Secretary’s Office at (602) 542-3931.
AN .
BRIAN C,McNEI

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2827 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA B5701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION
COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE REQUEST OF DOCKET NO. T-01945B-05-0852
AUTOTEL FOR INTERCONNECTION SERVICES
AND NETWORK ELEMENTS WITH CITIZENS
UTILITIES RURAL COMPANY, INC. AND FOR
AN INQUIRY BY THE ARIZONA DECISION NO.
CORPORATION COMMISSION AND
TERMINATION OF THE EXEMPTION OF
CITIZENS UTILITIES RURAL COMPANY, INC.
PURSUANT TO SECTION 251(f)(1)(B) OF THE OPINION AND ORDER
TELECOMMUNICATIONS ACT OF 1996. ~

DATE OF HEARING: December 12, 2005 (procedural conference), February
6, 2006 (date scheduled for oral argument)

PLACE OF HEARING: Phoenix, Arizona

ADMINISTRATIVE LAW JUDGE: Amy Bjelland

APPEARANCES: Richard Oberdorfer, President of Autotel;

Kevin Saville, Associate General Counsel, Citizens
Communications; and

Maureen Scott, Staff Attorney, Legal Division, on

behalf of the Ultilities Division of the Arizona
Corporation Commission.

BY THE COMMISSION:

On November 21, 2005, Autotel filed with the Arizona Corporation Commission
(“Commission”) a Notice of its Bona Fida Request for interconnection, services and network
elements with Citizens Utilities Rural Company, Inc. (“Citizens”) pursuant to A.A.C. R14-2-1505
and Section 252(b) of the Communications Act of 1934, as amended by the Telecommunications Act
of 1996 (“the Act”) and for an inquiry by the Commission and termination of the exemption of
Citizens pursuant to section 251(f)(1)(B) of the Telecommunications Act of 1996.

Pursuant to the Act, the Commission must act on the request within 120 days. The timeclock

was suspended by Procedural Order on December 16, 2005.

S:\Bjelland\Telecom\Arbitration\0508520&o0.doc 1
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. 1 On December 12, 2005, pursuant to Procedural Order, a procedural conference was held.
Two legal issues were discussed at the conference. The first issue discussed was whether Autotel is

precluded from filing the application in this docket due to its pending appeal in Decision No. 67273

W

(October 5, 2004). The second issue relates to the rationale or necessity of terminating Citizens’

W

exemption under the Act with regard to the requested Interconnection Agreement.
On February 6, 2006, pursuant to Procedural Order, a procedural conference was held for the
purpose of oral argument. Richard Oberdorfer, President of Autotel, unexpectedly failed to make an

appearance. Monica Davis, office manager for Mr. Oberdorfer, was present via telephone on behalf

O 00 2 &

of Autotel, but stated that she is not an attorney. Counsel for Citizens and counsel for the
10 | Commission’s Utilities Division (“Staff”’) were both present.
11 At the time appointed for oral argument, Ms. Davis stated that Mr. Oberdorfer was out of the
12 | country and Autotel was satisfied with the existing record and would not object to going forward
13 f solely on the pleadings filed in the docket.

. 14 On February 6, 2006, by Procedural Order, the parties were notified that unless an objection
15 | was filed by February 15, 2006, requesting oral argument, the matter would be taken under
16 | advisement based upon the existing pleadings. No objection was filed.
17 * * * *® % * * * * *
18 Having considered the entire record herein and being fully advised in the premises, the
19 | Commission finds, concludes, and orders that:

20 FINDINGS OF FACT

21 1. Autotel is a Commercial Mobile Radio Service (“CMRS”) provider. This filing
22 | constitutes Autotel’s first filing subsequent to its previous arbitration of an Interconnection
23 | Agreement (“ICA”) with Citizens. Autotel previously filed a petition for arbitration of an ICA with
24 || Citizens on March 27, 2003. The issues raised in the petition were determined by Decision No.
25 1167273 (October 5, 2004). According to Citizens and Staff, Autotel has refused to sign the ICA that
26 | incorporates the results of the arbitration.

. 27 2. On May 5, 20025, Autotel filed a Complaint in the United States District Court for the
28 | District of Arizona (“Federal Complaint™) alleging that the Commission’s Decision and the Approved
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ICA do not comply with the Act. Citizens and the Commission have filed motions to dismiss, which
remain pending with the Federal Complaint.

3. On November 21, 2005, Autotel filed with the Commission a Notice for
interconnection, services and network elements with Citizens pursuant to A.A.C. R14-2-1505 and
Section 252(b) of the Communications Act of 1934, as amended by the Act and for an inquiry by the
Commission and termination of the exemption of Citizens pursuant to section 251(f)(1)(B) of the
Telecommunications Act of 1996.

4. Pursuant to the Act, the Commission must act on the request within 120 days.!

5. On December 12, 2005, pursuant to Procedural Order, a procedural conference was
held. Two legal issues were discussed at the conference. The first issue discussed was whether
Autotel is precluded from filing the application in this docket due to its pending appeal in Decision
No. 67273 (October 5, 2004). The second issue relates to the rationale or necessity of terminating
Citizens’ exemption under the Act with regard to the requested Interconnection Agreement.

6. On January 6, 2006, Autotel, Citizens and Staff filed Opening Briefs. Citizens
included a Motion to Dismiss in its filing. Staff’s Brief recommended that the Notice be dismissed.

7. On January 20, 2006, Citizens filed a Motion to Permit Kevin Saville, Esq. to Appear
Pro Hac Vice Pursuant to Rule 33, Rules of Supreme Court. This motion was granted by Procedural
Order on February 7, 2006.

8. On January 27, 2006, Autotel and Citizens filed Response Briefs.

9. On February 6, 2006, pursuant to Procedural Order, a procedural conference was held
for the purpose of oral argument. Richard Oberdorfer, President of Autotel, unexpectedly failed to
make an appearance.” Monica Davis, office manager for Mr. Oberdorfer, was present via telephone
on behalf of Autotel, but stated that she is not an attorney. Counsel for Citizens and counsel for Staff
were both present.

10. At the time appointed for oral argument, Ms. Davis stated that Mr. Oberdorfer was out

' The timeclock was suspended by Procedural Order on December 16, 2005 pending resolution of the legal issues
determined herein,

2 Mr. Oberdorfer had specifically contacted counsel for Citizens on January 24, 2006 to request the opportunity to
participate telephonically. The request was received from counsel for Citizens and granted by the Administrative Law
Judge on February 1, 2006.
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of the country and that Autotel was satisfied with the existing record and would not object to going
forward solely on the pleadings filed in the docket.

11.  On February 6, 2006, by Procedural Order, the parties were notified that unless an
objection was filed by February 15, 2006, requesting oral argument, the matter would be taken under
advisement based upon the existing pleadings. No objection was filed.

12.  Prior to reaching the issues enumerated by Autotel in this docket, we must address the
legal objections to the Notice raised by Citizens and Staff.

13.  Both Citizens and Staff argue that Autotel’s Notice is essentially an attempt to ignore
the previous Decision and attempt to void the Decision and resulting Approved ICA by unilaterally
initiating ICA negotiations under the Act. First, Citizens has not invoked the exemption provided to

it under § 251(f), which provides:

(f) EXEMPTIONS, SUSPENSIONS, AND MODIFICATIONS.
(1) EXEMPTION FOR CERTAIN RURAL TELEPHONE COMPANIES

(A) EXEMPTION. Subsection (c) of this section shall not apply to
a rural telephone company until (i) such company has received a bona fide
request for interconnection, services, or network elements, and (ii) the
State commission determines (under subparagraph (B)) that such request
is not unduly economically burdensome, is technically reasible, and is
consistent with section 254 (other than subsections (b)(7) and (c)(1)(D)
thereof).

(B) STATE TERMINATION OF EXEMPTION AND
IMPLEMENTATION SCHEDULE. The party making a bona fide
request of a rural telephone company for interconnection, services, or
network elements shall submit a notice of its request to the State
commission. The State commission shall conduct an inquiry for the
purpose of determining whether to terminate the exemption under
subparagraph (A). Within 120 days after the State commission receives
notice of the request, the State commission shall terminate the exemption
if the request is not unduly economically burdensome, is technically
feasible, and is consistent with section 254 (other than subsections (b)(7)
and (c)(1)(D) thereof). Upon termination of the exemption, a State
commission shall establish an implementation schedule for compliance
with the request that is consistent in time and manner with Commission
regulations.

Citizens and Staff have stated concisely in their Briefs why Autotel’s Notice should be dismissed.
First, Autotel stated on the record that it wishes to interconnect with Citizens’ network to provide

wireless service in Arizona and does not seek unbundled network elements. Second, interconnection
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1 | with Citizens’ network is possible under the previous Decision and resulting ICA, which is binding
on both parties and may not be ignored by either party. Citizens pointed out that Autotel has failed to

address its previous lengthy interconnection arbitration proceeding, with which Autotel has chosen,

A W N

for unknown reasons, not to comply. Autotel’s arguments are not persuasive, and it has cited no legal

(%) ]

authority that overcomes, or adequately addresses, the arguments set forth by Citizens and Staff.
14. We therefore agree with Staff and Citizens that Autotel’s Notice should be dismissed,
and will do so with prejudice. We admonish Autotel for its waste of administrative and judicial

resources in filing this Notice while its Federal Complaint remains pending and while it has failed to

o 0o 3 N

make use of its Approved ICA. Autotel has further wasted Commission resources in failing to send a
10 | suitable representative to appear for oral argument. Although this Commission does not regulate
11 || Autotel apart from its role in arbitration pursuant to the Act, it is our hope that Autotel will take this
12 | admonishment into account for purposes of future filings and its deportment in those proceedings.

13 CONCLUSIONS OF LAW

‘ 14 1. Citizens and Autotel are public service corporations within the meaning of Article XV
15 | of the Arizona Constitution.
16 2. Citizens and Autotel are telecommunications carriers within the meaning of 47 U.S.C.
17 {§§ 251 and 252.
18 3. The Commission has jurisdiction over Citizens and Autotel and the subject matter of
19 || the Petition pursuant to 47 U.S.C. §§ 251 and 252 and A.A.C. R14-2-1501.
20 4. The Commission’s resolution of the iséues pending herein is just and reasonable,
21 §meets the requirements of the Act and regulations prescribed by the FCC pursuant to the Act, is
22 | consistent with the best interests of the parties, and is in the public interest.
23
24
25
26

28
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1 ORDER
. 2 IT IS THEREFORE ORDERED that Autotel’s Notice of its Bona Fida Request for
3 | interconnection, services and network elements with Citizens Utilities Rural Company, Inc. is hereby
4 | dismissed with prejudice.
5 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
6 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
7
8
9 CHAIRMAN COMMISSIONER
10
11 | COMMISSIONER COMMISSIONER COMMISSIONER
12
13 IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
14 hereunto set my hand and caused the official seal of the
‘ Commission to be affixed at the Capitol, in the City of Phoenix,
15 this day of , 2005.
16
17 BRIAN C. McNEIL
EXECUTIVE DIRECTOR
18
19 |PISSENT
20
21 | PISSENT
22
23
24
25
26
@
28
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Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

BALTERRA SEWER CORPORATION
(CC&N)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

MAY 18, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

MAY 31 AND JUNE 1, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman

WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. SW-20403A-05-0586

BALTERRA SEWER CORP. FOR A

CERTIFICATE OF CONVENIENCE AND DECISION NO.

NECESSITY TO PROVIDE WASTEWATER

SERVICE IN MARICOPA COUNTY, ARIZONA. OPINION AND ORDER

DATE OF HEARING: April 10, 2006

PLACE OF HEARING: Phoenix, Arizona

ADMINISTRATIVE LAW JUDGE: Amy Bjelland

APPEARANCES: Jay L. Shapiro, FENNEMORE CRAIG, on behalf of
Applicant; and
Mr. Keith Layton, Staff Attorney, Legal Division, on
behalf of the Utilities Division of the Arizona
Corporation Commission.

BY THE COMMISSION:

On August 12, 2005, Balterra Sewer Corporation (“Balterra” or “Applicant”) filed
with the Arizona Corporation Commission (“Commission”) an Application for a Certificate of
Convenience and Necessity (“Certificate™).

On September 9, 2005, the Commission’s Utilities Division Staff (“Staff”) filed an
Insufficiency Letter.

On November 15, 2005, Balterra filed documents in response to Staff’s Insufficiency Letter as
well as its Notice of Filing Amended Legal Description and its Notice of Filing Direct Testimony of
James L. Condit.

On January 3, 2006, Balterra filed documents in response to a December 7, 2005 meeting
with Staff.

On January 23, 2006, Staff filed a Sufficiency Letter.

On April 10, 2006, a hearing was convened before a duly authorized Administrative Law

S:\Bjelland\Sewer\Order\balterra.doc 1
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Judge of the Commission at its offices in Phoenix, Arizona. At the conclusion of the hearing, the
matter was taken under advisement pending submission of a revised legal description of the area for
which the Certificate was sought.
On April 14, 2006, Balterra filed its Notice of Filing Amended Legal Description.
* * * * * * * * * *
Having considered the entire record herein and being fully advised in the premises, the
Commission finds, concludes, and orders that:

FINDINGS OF FACT

O 0 9 AN n A W

1. Applicant is a corporation formed for the purpose of providing wastewater utility

—
<

service to an approximately two-square mile area including the Balterra mixed-use

[a—y
fum—y

residential/commercial development (“Development™) and the Ruth Fisher Elementary and Tonopah

p—
o

Valley High School, both within the Saddle Mountain Unified School District (“District”). The

fowey
(98]

requested area is in the vicinity of 411" Avenue and Camelback Road. At full build-out, Balterra

Pt
'

proposes that the Development will require water and wastewater services for a maximum of 6,100

fa—
W

equivalent residential units. Water service is expected to be provided to the requested area by the

[y
(=)

Water Utility of Greater Tonopah, with which Balterra witness Mr. Bradley A. Simons, Director of

—
~

Utilities for JF Properties and Wastewater Management Coordinator for Balterra, stated Balterra is

[
(o]

working closely.

[
\O

2. Both Fronterra Village, the owner of the Development, and the District have requested

N
(=]

wastewater service of Balterra.

N
S

3. At hearing, Mr. Simons testified that the District’s schools are located to the east of

N
N

the Development by about two and one-half miles. Currently Ruth Fisher Elementary is served by a

N
(WS )

wastewater package plant, and the District is constructing a new larger wastewater facility to replace

N
N

the existing one and provide service to Tonopah Valley High School. Balterra and the District have

N
W

conducted a preliminary analysis and have concluded that a public-private partnership in a regional

[\
N

wastewater system for the Southeast 208 Planning Area (“Planning Area”)' will best serve the public

N
~

! The Planning Area is bordered by I-10 to the south, Glendale Avenue to the north, 419® Avenue to the west and along
the east by a jagged line running along, from north to south, 371% Avenue, 367% Avenue, and 363™ Avenue.

N
o0
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interest. This application is the first step toward a regional wastewater treatment facility as
contemplated by Balterra and the District for the larger Planning Area.

4, The proposed facility is a membrane bioreactor treatment plant designed to treat 2.2
million gallons per day (“MGD”) of wastewater flow. It will be constructed and installed in three
phases to accommodate growth in the area. Treated effluent will be disposed of in a surface water
impoundment system consisting of a two-cell evaporation/transportation pond structure.

5. Phase I includes installation of a 0.275 MGD treatment plant, which will be extended
to 1.1 MGD in Phase II. Balterra expects Phase II to occur within six years of initial operation of the
plant. Balterra expects to serve 2,770 residential customers and one school customer within five
years. Balterra has estimated a cost of $18.8 million for the wastewater treatment system through
Phase II of the development, equating to a unit cost of approximately $17 per gallon of treated
effluent. Staff concluded that the proposed plant will have adequate capacity to serve customers
within the requested area and it is reasonable to expect that additional capacity can be developed
when needed.

6. Sewer companies are required by the Arizona Department of Environmental Quality
(“ADEQ”) to obtain an Aquifer Protection Permit (“APP”) and/or Arizona Pollutant Discharge
Elimination System (“AZPDES”) permit before the plant can be placed in service. Mr. Simons
testified that a draft was submitted to ADEQ for review and approval and that Balterra has received
comments and submitted responses, but is still awaiting a determination of sufficiency from ADEQ.
Staff recommended that Balterra file with Docket Control, as a compliance item in this docket, a
copy of the notice issued by ADEQ that Applicant’s APP and/or AZPDES has been approved no later
than October 31, 2007.

7. The Maricopa County Environmental Services Department (“MCESD”) requires the
proposed treatment plant and sewage collection system to obtain Certificates 6f Approval to
Construct (“ATC”) and Approval of Construction (“AOC”). Staff recommended that Balterra file
with Docket Control, as a compliance item in this docket, a copy of the ATC that MCESD will issue
for the proposed Phase I treatment plant no later than June 30, 2007. Staff further recommended that

Balterra file with Docket Control, as a compliance item in this docket, a copy of the AOC that
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MCESD will issue for the proposed Phase I sewer collection system no later than October 31, 2007.

o

In Balterra’s Response to Staff Report, Balterra objected to Staff’s recommended deadline of October
31, 2007. Mr. Simons testified that given the timeframes as Balterra is aware of them, Balterra will
need until June 30, 2008 to file the AOC that MCESD will issue for the proposed Phase I sewer
collection system. At hearing, Dorothy Hains, Utility Engineer for the Commission, testified that
Staff wished to revise its recommendation to provide for a deadline of March 31, 2008. Mr. Simons
testified that this revised recommendation of March 31, 2008 to file the AOC is satisfactory to

Balterra.

O 0 NN N W R WD

8. Pursuant to Section 208 of the Federal Water Pollution Control Act, each state is

[a—
(=]

required to develop and implement area-wide water quality management plans for pollution control

[um—
[—

purposes. The Maricopa Association of Governments (“MAG”) has been designated as the area-wide

[y
[\

water quality management planning agency for Maricopa County and must approve an amendment to

—
w

the MAG Section 208 plan for the sewer system. Mr. Simons testified that the 208 plan amendment

[
4

has been drafted and submitted to MAG for review and approval. Balterra has submitted its request

—
(9]

to MAG for the amendment. Staff recommended that Balterra file with Docket Control, as a

Sy
(=)

compliance item in this docket, a copy of the MAG approved 208 plan no later than January 31,

—
~

2007. In Balterra’s Response to Staff Report, Balterra objected to this recommended deadline. Mr.

—
[~}

Simons testified that given the timeframes as Balterra is aware of them, Balterra will need until April

b
O

30, 2007 to file a copy of the MAG approved 208 plan. However, at hearing, Ms. Hains testified that

[\
(=]

Staff wished to revise its recommendation to provide for a deadline of April 30, 2007. Mr. Simons

o
[e—Y

testified that Staff’s revised recommended deadline was satisfactory to Balterra.

N
N

9. Regarding the issue of the legal description of the proposed service area, Mr. Simons

N
w2

testified that there was some discussion with Staff prior to the hearing that, due to an incorrect legal

N
S

description contained in Balterra’s previous filings, the District site was not reflected as part of the

N
wn

requested area in Staff’s Report. Mr. Simons testified that the entire District site of 60 acres was

[\
[op}

contemplated in the initial CC&N request of 1,170 acres, as the Balterra property itself is 1,110 acres,

leaving 60 acres for the school site. Balterra filed a late filed exhibit with an accurate legal

N
~J

N
o0

description including the District.

4 DECISION NO.




O R 93 N e WN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DOCKET NO. SW-20403A-05-0586

10.  Mr. Simons testified that, other than the items cited in Balterra’s Response to Staff
Report, which with the revisions noted above he found to be satisfactory, Applicant accepted all of
Staff’s remaining recommendations and conditions, including the schedule of rates and charges.

11.  Pursuant to the Commission’s rules, Applicant provided five-year projections for plant
values, operating revenues and expenses, and number of customers. Such projections are necessary
to establish rates for new companies due to the lack of historical data. Staff reviewed Applicant’s
projections and recommended that the Commission find that the projected fair value rate base will be
$9,116,397 at the end of five years.

12.  Balterra’s proposed capital structure for the fifth year of operation is made up of
common equity of $8,696,627 and advances in aid of construction of $8,331,700 for total
capitalization of $17,028,327. The resulting capital structure consists of 51.07 percent equity and
48.93 percent advances. Staff recommended approval of Balterra’s capital structure.

13.  Balterra’s projected revenue is derived according to meter size and rates are proposed
as a monthly flat fee. For a 5/8 x 3/4 meter, the monthly rate is $70. Staff reviewed and concurred
with Balterra’s proposed rates except for the three inch meter size, which was inconsistent with the
other meter size percentages. Applicant’s proposed rates and charges for initial wastewater service

and Staff’s recommendations are as follows:
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Minimum Monthly Flat Charge Company Proposed Staff Recommended
5/8 x 3/4 inch $70.00 $70.00
3/4 inch 105.00 105.00
One inch ‘ 175.00 175.00
1-1/2 inch 350.00 350.00
Two inch 560.00 560.00
Three inch 1,120.00 1,050.00
Four inch 1,750.00 1,750.00
Six inch 3,500.00 3,500.00
Treated Effluent per 1,000 gallons $0.62 $0.62
Treated Effluent per acre foot 202.00 202.00
Service Line Charge :

Service Line connection Charge ' $350.00 ' $350.00
Establishment of Service — Regular Hours $25.00 $25.00
Establishment of Service — After Hours 40.00 40.00

(collected only if customer is sewer only)

Re-establishment of Service (Within 12 Months) * *
Reconnection (delinquent) after hours 30.00 30.00
After hours service charge per hour 50.00 40.00
Customer Deposit 2x mo. bill *x
NSF Check Charge 15.00 15.00
Late Payment Charge koA

(per month on unpaid balance)

* Per A.A.C. R14-2-603(D)
** Per A.A.C. R14-2-603(B)
ki 1.50% interest applied on the unpaid balance monthly

14.  Balterra expects to retain Pivotal Utility Management (“Pivotal”) to provide the
operations and management functions of the wastewater treatment facility and infrastructure. Pivotal
operates and manages several Arizona utilities® and has applications currently under consideration by
the Commission to purchase and finance the wastewater facilities at San Manuel.

15.  Pivotal shares ownership and management with its affiliate, Santec Corporation
(“Santec™). Far West Water and Sewer (“Far West”) hired Santec in February 2001 to conduct repair
and upgrade work at its wastewater facilities. On October 25, 2001, while entering a sewer collection
tank to deflate a stopper in a gravity line, a Far West employee collapsed and died from asphyxiation.

A Santec employee who entered the tank to rescue the Far West employee also died. On December

% These include Pine Meadows Utilities, LLC, Sweetwater Creek Utilities, Bensch Ranch Utilities, LLC, Cross Creek
Ranch Water Company and Verde Santa Fe Wastewater Company.
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23, 2002, a Grand Jury Indictment was filed in the Superior Court charging Far West and Santec with
knowingly violating “a standard or regulation and that violation caused death to an employee.” On
June 30, 2005, Santec and the State of Arizona filed a plea agreement in the Superior Court, in which
Santec agreed to plead guilty to a Class 6 felony, Violating Safety Standard and Causing Death of an
Employee. This issue has been addressed by the Commission in the Coronado Ultilities Certificate
and financing cases®, Decision No. 68608 (March 23, 2006).

16.  Staff stated that it believes the actions and inaction on the part of Santec at Far West
regarding safety are relevant to this proceeding due to the common ownership and management of
Santec and Pivotal. Therefore, Staff recommended that the Commission order that all operators,
agents or employees including employees and agents of contractors and/or subcontractors
constructing or operating the Balterra wastewater facilities must comply with all Arizona Department
of Health and Safety (“ADOSH”) requirements including any and all training required by ADOSH to
operate wastewater facilities. Staff further recommended that the Commission order Balterra to file
in Docket Control annually for three years, certification from ADOSH that Balterra has availed itself
of ADOSH consultation services and certification that its operators, agents, employees, including
employees and agents of contractors and/or subcontractors operating or constructing the Balterra
wastewater facilities, have taken appropriate safety training.

17.  Balterra does not object to Staff’s recommendations concerning safety.

Staff’s Recommendations

18.  Based on its review, Staff recommended that the Commission find a projected fair
value rate base in year five to be $9,116,397, and that the decision in this matter should allow
Balterra to collect from its customers a proportionate share of any privilege, sales or use tax for the
sales of any effluent only. Staff also recommended that the Commission grant Balterra’s Application
for a Certificate to provide wastewater services, subject to the following conditions (including Staff’s
revisions as noted above):

(1)  Balterra must charge Staff’s recommended rates and charges as shown in

* Docket Nos. SW-04305A-05-0086 and SW-04305A-05-0087.
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1 || Exhibit B, attached;
(2) Balterra must file in Docket Control a schedule of its approved rates and

charges within 30 days after this Decision is issued;

SN

3) Balterra must maintain its books and records in accordance with the National
Association of Regulatory Utility Commissioners (“NARUC”);

€)) Balterra must use the wastewater depreciation rates by individual NARUC
category as delineated in Exhibit C, attached;

5) Balterra must file with Docket Control, as a compliance item in this docket, a

o 0 NN N W

copy of the notice issued by ADEQ that Balterra’s APP and/or AZPDES has been approved no later
10 | than October 31, 2007;
11 (6)  Balterra must file with Docket Control, as a compliance item in this docket, a
12 | copy of the MAG approved 208 Plan no later than April 30, 2007;
13 (7)  Balterra must file with Docket Control, as a compliance item in this docket, a
14 | copy of the ATC that MCESD will issue for the proposed Phase I treatment plant no later than June
. 15 130, 2007,
16 (8)  Balterra must file with Docket Control, as a compliance item in this docket, a
17 } copy of the AOC that MCESD will issue for the proposed Phase 1 sewer collection system no later
18 | than March 31, 2008;
19 (90  Balterra must file documentation with Docket Control, as a compliance item
20 [lin this docket, a notification of service to its first customer within 15 days of serving its first
21 | customer;
22 (10)  Balterra must file a rate application no later than three months following the
23 | fifth anniversary of the date it begins providing service to its first customer;
24 (11)  Balterra’s operators, agents, or employees, including employees and agents of
25 | contractors and/or subcontractors operating or constructing the Balterra wastewater facilities, must
26 | comply with all ADOSH requirements including any and all training required by ADOSH to operate
. 27 | wastewater facilities; and

28 (12)  On an annual basis, on the anniversary date of the Decision in this matter, for

8 DECISION NO.
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1 | three years, Balterra must file with Docket Control, as a compliance item in this docket, certification
from ADOSH that it has availed itself of ADOSH consultation services and its operators, agents, or
employees, including employees and agents of contractors and/or subcontractors operating or
constructing the Balterra wastewater facilities have taken appropriate training.

19.  Staff further recommended that the Commission’s Decision granting Balterra’s
application for a Certificate be considered null and void, after due process, should Balterra fail to
meet conditions (2), (5), (6), (7), or (8) within the time specified.

CONCLUSIONS OF LAW

O R0 NN N W R W

I. Applicant is a public service corporation within the meaning of Article XV of the
10 | Arizona Constitution and A.R.S. §40-281 et seq.
11 2. The Commission has jurisdiction over Applicant and the subject matter of the

12 } application.

13 3. Notice of the application was provided in accordance with law.
. 14 4. There is a public need and necessity for wastewater utility service in the proposed
15 || service territory as set forth in Exhibit A attached hereto.

16 5. Applicant is a fit and proper entity to receive a wastewater CC&N to include the
17 | service area more fully described in Exhibit A attached hereto, subject to compliance with the

18 | conditions set forth above.

19 6. Staff’s recommendation for approval of the application is reasonable and should be
20 | adopted.

21 ORDER

22 IT IS THEREFORE ORDERED that the application of Balterra Sewer Corporation for a

23 | Certificate of Convenience and Necessity to provide wastewater service to the area in Maricopa
24 | County, Arizona, as described in Exhibit A attached hereto, is approved.
25 IT IS FURTHER ORDERED that the projected fair value rate base in year five is estimated to
26 | be $9,116,397.

' 27 IT IS FURTHER ORDERED that Balterra Sewer Corporation may collect from its customers

28 |l a proportionate share of any privilege, sales or use tax for the sales of any effluent only.
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1 IT IS FURTHER ORDERED that Balterra Sewer Corporation shall charge Staff’s
. 2 | recommended rates and charges as shown in Exhibit B, attached.
IT IS FURTHER ORDERED that Balterra Sewer Corporation shall maintain its books and
records in accordance with the National Association of Regulatory Utility Commissioners.
IT IS FURTHER ORDERED that Balterra Sewer Corporation shall use the wastewater
depreciation rates by individual National Association of Regulatory Utility Commissioners category
as delineated in Exhibit C, attached.

IT IS FURTHER ORDERED that Balterra Sewer Corporation shall file documentation with

O 0 NN N B s W

Docket Control, as a compliance item in this docket, a notification of service to its first customer
10 | within 15 days of serving its first customer.
11 IT IS FURTHER ORDERED that Balterra Sewer Corporation shall file a rate application no
12 | later than three months following the fifth anniversary of the date it begins providing service to its
13 | first customer.
14 IT IS FURTHER ORDERED that Balterra Sewer Corporation’s operators, agents, employees
. 15 |or operators, including employees and agents of contractors and/or subcontractors operating or
16 | constructing the Balterra Sewer Corporation wastewater facilities, shall comply with all Arizona
17 | Department of Health and Safety requirements including any and all training required by Arizona
18 | Department of Health and Safety to operate wastewater facilities.
| 19 IT IS FURTHER ORDERED that Balterra Sewer Corporation, on an annual basis, on the
20 | anniversary date of the Decision in this matter, for three years, shall file with Docket Control, as a
21 | compliance item in this docket, certification from Arizona Department of Health and Safety that it
22 | has availed itself of Arizona Department of Health and Safety consultation services and its operators,
23 | agents, employees or operators, including employees and agents of contractors and/or subcontractors
24 | operating or constructing the Balterra Sewer Corporation wastewater facilities have taken appropriate
25 | training,
26 IT IS FURTHER ORDERED that this Decision shall be considered null and void, after due
. 27 | process, should Balterra fail to meet the following conditions within the time specified.
28 IT IS FURTHER ORDERED that Balterra Sewer Corporation shall file with Docket Control a
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schedule of its approved rates and charges within 30 days after this Decision is issued.

IT IS FURTHER ORDERED that Balterra Sewer Corporation shall file with Docket Control,
as a compliance item in this docket, a copy of the notice issued by the Arizona Department of
Environmental Quality that Balterra Sewer Corporation’s Aquifer Protection Permit and/or Arizona
Pollutant Discharge Elimination System has been approved no later than October 31, 2007.

IT IS FURTHER ORDERED that Balterra Sewer Corporation shall file with Docket Control,
as a compliance item in this docket, a copy of the Maricopa Association of Governments approved

Section 208 Plan no later than April 30, 2007.

O 0 N3 N R W N

IT IS FURTHER ORDERED that Balterra Sewer Corporation shall file with Docket Control,

.
(e

as a compliance item in this docket, a copy of the Approval to Construct that Maricopa County

[
[Snary

Environmental Services Department will issue for the proposed Phase I treatment plant no later than

—_
N

June 30, 2007.
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DOCKET NO. SW-20403A-05-0586

IT IS FURTHER ORDERED that Balterra Sewer Corporation shall file with Docket Control,
as a compliance item in this docket, a copy of the Approval of Construction that Maricopa County
Environmental Services Department will issue for the proposed Phase I sewer collection syétem no
later than March 31, 2008.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.

BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj

12 DECISION NO.




O 0 N Y v R WD -

NN N NN NNNN e e e e e e e e e e
0 ~I O W R W NNH O D NN N W N = O

SERVICE LIST FOR:

DOCKET NO.: SW-20403A-05-0586

Jay L. Shapiro

Patrick J. Black

FENNEMORE CRAIG

3003 N. Central Avenue, Ste. 2600
Phoenix, AZ 85012

Attorneys for Balterra Sewer Corporation

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ermest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, AZ 85007
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PROPERTY DESCRIPTION
BALTERRA

THE DESCRIPTION FOR THAT PORTION OF THE PROPERTY DESCRIBED BELOW, LYING
WITHIN SECTION 23, TOWNSHIP 2 NORTH, RANGE 7 WEST, GILA AND SALT RIVER BASE
AND MERIDIAN, MARICOPA COUNTY, ARIZONA, IS BASED ON AN ALTA/ACSM LAND TITLE
SURVEY BY MORRISON MAIERLE, INCORPORATED, DATED SEPTEMBER 22, 2004.

THAT PORTION OF SECTION 19, TOWNSHIP 2 NORTH, RANGE 6 WEST, AND SECTION 24,
TOWNSHIP 2 NORTH, RANGE 7 WEST, GILA AND SALT RIVER BASE AND MERIDIAN,
MARICOPA COUNTY, ARIZONA, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT AN ARIZONA DEPARTMENT OF TRANSPORTATION BRASS CAP AT THE
SOUTHEAST CORNER OF SAID SECTION 19;

THENCE NORTH 89°28'08" WEST, ALONG THE SOUTH LINE OF THE SOUTHEAST QUARTER
OF SAID SECTION 19, A DISTANCE OF 2,640.04 FEET TO A BRASS CAP AT THE SOUTH
QUARTER CORNER OF SAID SECTION 19;

THENCE NORTH 89°28'43” WEST, ALONG THE SOUTH LINE OF THE SOUTHWEST QUARTER
OF SAID SECTION 19, A DISTANCE OF 1,687.12 FEET TO A HALF INCH REBAR AND YELLOW
CAP MARKED “DEA 40622” AT THE SOUTHEAST CORNER OF THAT CERTAIN TRACT OF
LAND CONDEMNED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 7553, PAGE 749,
RECORDS OF MARICOPA COUNTY, ARIZONA,;

THENCE NORTH 00°31'17" EAST, ALONG THE EAST LINE OF THAT CERTAIN TRACT OF
LAND CONDEMNED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 7553, PAGE 749,
RECORDS OF MARICOPA COUNTY, ARIZONA, A DISTANCE OF 65.22 FEET TO AN ARIZONA
DEPARTMENT OF TRANSPORTATION BRASS CAP;

THENCE NORTH 85°42'56" WEST, ALONG THE NORTH LINE OF THAT CERTAIN TRACT OF
LAND CONDEMNED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 7553, PAGE 749,
RECORDS OF MARICOPA COUNTY, ARIZONA, A DISTANCE OF 629.08 FEET TO AN ARIZONA
DEPARTMENT OF TRANSPORTATION BRASS CAP;

THENCE NORTH 74°33'19” WEST, ALONG THE NORTH LINE OF THAT CERTAIN TRACT OF
LAND CONDEMNED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 7553, PAGE 749,
RECORDS OF MARICOPA COUNTY, ARIZONA, A DISTANCE OF 308.20 FEET TO A HALF INCH
REBAR AND YELLOW CAP MARKED “DEA 40622" AT A POINT ON THE WEST LINE OF SAID
SECTION 19, ALSO BEING THE NORTHEAST CORNER OF THAT CERTAIN TRACT OF LAND
DEEDED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 6412, PAGE 55, RECORDS OF
MARICOPA COUNTY, ARIZONA;

EXH\B\T A DECISIONNO,
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THENCE NORTH 74°32'33" WEST, ALONG THE NORTH LINE OF THAT CERTAIN TRACT OF
LAND DEEDED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 6412, PAGE 55, RECORDS
OF MARICOPA COUNTY, ARIZONA, A DISTANCE OF 1,142.11 FEET TO AN ARIZONA
DEPARTMENT OF TRANSPORTATION BRASS CAP;

THENCE NORTH 74°32'55" WEST, ALONG THE NORTH LINE OF THAT CERTAIN TRACT OF
LAND DEEDED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 6412, PAGE 55, RECORDS
OF MARICOPA COUNTY, ARIZONA, A DISTANCE OF 1,300.16 FEET TO AN ARIZONA
DEPARTMENT OF TRANSPORTATION BRASS CAP;

THENCE NORTH 74°32°56” WEST, ALONG THE NORTH LINE OF THAT CERTAIN TRACT OF
LAND DEEDED FOR HIGHWAY AS RECORDED UNDER DOCKET NO. 6412, PAGE 55, RECORDS
OF MARICOPA COUNTY, ARIZONA, A DISTANCE OF 294.08 FEET TO A ONE HALF INCH
REBAR ON THE WEST LINE OF THE SOUTHEAST QUARTER OF SAID SECTION 24;

THENCE NORTH 00°32°56” EAST, ALONG THE WEST LINE OF THE SOUTHEAST QUARTER OF
SAID SECTION 24, A DISTANCE OF 1751.55 FEET TO A ONE INCH REBAR AT THE CENTER OF
SAID SECTION 24;

THENCE NORTH 89°27°44” WEST, ALONG THE SOUTH LINE OF THE NORTHWEST QUARTER
OF SAID SECTION 24, A DISTANCE OF 1321.24 FEET TO A FIVE EIGHTHS INCH REBAR AT
THE SOUTHWEST CORNER OF THE SOUTHEAST QUARTER OF THE NORTHWEST QUARTER
OF SAID SECTION 24;

THENCE NORTH 00°33°08” EAST, ALONG THE WEST LINE OF THE SOUTHEAST QUARTER OF
THE NORTHWEST QUARTER OF SAID SECTION 24, A DISTANCE OF 132.00 FEET TO A HALF
INCH REBAR ON THE NORTH LINE OF THE SOUTH 132.00 FEET OF THE SOUTHWEST
QUARTER OF THE NORTHWEST QUARTER OF SAID SECTION 24;

THENCE NORTH 89°27'44" WEST, ALONG THE NORTH LINE OF THE SOUTH 132.00 FEET OF
THE SOUTHWEST QUARTER OF THE NORTHWEST QUARTER OF SAID SECTION 24, A
DISTANCE OF 660.61 FEET TO A HALF INCH REBAR MARKED “DON MILLER, LS 15335" AT
THE WEST LINE OF THE EAST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF SAID SECTION 24;

THENCE NORTH 00°33'16" EAST, ALONG THE WEST LINE OF THE EAST HALF OF THE
SOUTHWEST QUARTER OF THE NORTHWEST QUARTER OF SAID SECTION 24, A DISTANCE
OF 528.12 FEET TO A HALF INCH REBAR MARKED “DON MILLER, LS 15335" AT THE
SOUTHEAST CORNER OF THE NORTHWEST QUARTER OF THE SOUTHWEST QUARTER OF
THE NORTHWEST QUARTER OF SAID SECTION 24,

THENCE NORTH 89°27°40" WEST, ALONG THE SOUTH LINE OF THE NORTHWEST QUARTER
OF THE SOUTHWEST QUARTER OF THE NORTHWEST QUARTER OF SAID SECTION 24,
ADISTANCE OF 660.59 FEET TO A HALF INCH REBAR AND YELLOW CAP MARKED “DEA
40622 AT THE SOUTHWEST CORNER OF THE NORTHWEST QUARTER OF THE SOUTHWEST
QUARTER OF THE NORTHWEST QUARTER OF SAID SECTION 24;

THENCE NORTH 00°33'24" EAST, ALONG THE WEST LINE OF THE NORTHWEST QUARTER OF
SAID SECTION 24, A DISTANCE OF 660.13 FEET TO A HALF INCH REBAR AT THE
NORTHWEST CORNER OF THE SOUTHWEST QUARTER OF THE NORTHWEST QUARTER OF
SAID SECTION 24;

THENCE SOUTH 89°27°36™ EAST, ALONG THE NORTH LINE OF THE SOUTH HALF OF THE
NORTHWEST QUARTER OF SAID SECTION 24, A DISTANCE OF 2642.28 FEET TO A FIVE
EIGHTS INCH REBAR AT THE SOUTHEAST CORNER OF THE NORTHEAST QUARTER OF THE
NORTHWEST QUARTER OF SAID SECTION 24;
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THENCE NORTH 00°32'53” EAST, ALONG THE EAST LINE OF THE NORTHEAST QUARTER OF
THE NORTHWEST QUARTER OF SAID SECTION 24, A DISTANCE OF 1320.15 FEET TO A HALF
INCH REBAR AT THE NORTH QUARTER CORNER OF SAID SECTION 24;

THENCE SOUTH 86°31'19” EAST, ALONG THE NORTH LINE OF THE NORTHEAST QUARTER
OF SAID SECTION 24, A DISTANCE OF 2645.96 FEET TO A GLO BRASS CAP AT THE
NORTHEAST CORNER OF SAID SECTION 24;

THENCE SOUTH 00°33'36” WEST, ALONG THE EAST LINE OF THE NORTHEAST QUARTER OF
SAID SECTION 24, A DISTANCE OF 1320.00 FEET TO A HALF INCH REBAR AT THE SOUTH
LINE OF THE NORTH 1320.00 FEET OF THE NORTHWEST QUARTER OF SAID SECTION 19;

THENCE SOUTH 89°29'19" EAST, ALONG THE SOUTH LINE OF THE NORTH 1320.00 FEET OF
THE NORTHWEST QUARTER OF SAID SECTION 19, A DISTANCE OF 1320.00 FEET TO A HALF
INCH REBAR AT THE SOUTHEAST CORNER OF THE WEST 1320.00 FEET OF THE NORTH
1320.00 FEET OF THE NORTHWEST QUARTER OF SAID SECTION 19;

THENCE NORTH 00°33'36" EAST, ALONG THE EAST LINE OF THE WEST 1320.00 FEET OF THE
NORTHWEST QUARTER OF SAID SECTION 19, A DISTANCE OF 1320.00 FEET TO A HALF INCH
REBAR ON THE NORTH LINE OF THE NORTHWEST QUARTER OF SAID SECTION 19, ALSO
BEING THE NORTHEAST CORNER OF THE WEST 1320.00 FEET OF THE NORTH 1320.00 FEET
OF THE NORTHWEST QUARTER OF SAID SECTION 19;

THENCE SOUTH 89°29°19" EAST, ALONG THE NORTH LINE OF THE OF THE NORTHWEST
QUARTER OF SAID SECTION 19, A DISTANCE OF 1286.27 FEET TO A GLO BRASS CAP AT THE
NORTH QUARTER CORNER OF SAID SECTION 19;

THENCE SOUTH 89°29°54" EAST, ALONG THE NORTH LINE OF THE OF THE NORTHEAST
QUARTER OF SAID SECTION 19, A DISTANCE OF 2643.72 FEET TO A REBAR WITH
ALUMINUM CAP MARKED “LS 36563, 2004” AT THE NORTHEAST CORNER OF SAID SECTION
19,

THENCE SOUTH 00°32'10” WEST, ALONG THE EAST LINE OF THE OF THE NORTHEAST
QUARTER OF SAID SECTION 19, A DISTANCE OF 2643.21 FEET TO A REBAR WITH
ALUMINUM CAP MARKED “LS 36563, 2004” AT THE EAST QUARTER CORNER OF SAID
SECTION 19;

THENCE SOUTH 00°32'12" WEST, ALONG THE EAST LINE OF THE OF THE SOUTHEAST
QUARTER OF SAID SECTION 19, A DISTANCE OF 2643.45 FEET TO AN ARIZONA
DEPARTMENT OF TRANDPORTATION BRASS CAP AT THE SOUTHEAST CORNER OF SAID
SECTION 19 AND THE POINT OF BEGINNING;

TOGETHER WITH THE NORTHEAST QUARTER OF SECTION 23, TOWNSHIP 2 NORTH,
RANGE 7 WEST, GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA,

BEING ALSO DESCRIBED AS FOLLOWS:

BEGINNING AT A HALF-INCH REBAR AT THE NORTHEAST CORNER OF SECTION 23,
TOWNSHIP 2 NORTH, RANGE 7 WEST, GILA AND SALT RIVER BASE AND MERIDIAN,
MARICOPA COUNTY, ARIZONA;

THENCE SOUTH 00°33'24" WEST, ALONG THE EAST LINE OF THE NORTHEAST QUARTER OF
SAID SECTION 23, A DISTANCE OF 2640.55 FEET TO A GLO BRASS CAP AT THE EAST
QUARTER CORNER OF SAID SECTION 23;
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‘ THENCE NORTH 89°26°32" WEST, ALONG THE SOUTH LINE OF THE NORTHEAST QUARTER
OF SAID SECTION 23, A DISTANCE OF 2636.57 FEET TO A HALF INCH REBAR WITH TAG
MARKED “L.S. 12218” AT THE CENTER OF SAID SECTION 23;

THENCE NORTH 00°35’09” EAST, ALONG THE WEST LINE OF THE NORTHEAST QUARTER OF
SAID SECTION 23, A DISTANCE OF 2641.17 FEET TO A GLO BRASS CAP AT THE NORTH
QUARTER CORNER OF SAID SECTION 23;

THENCE SOUTH 89°25'44™ EAST, ALONG THE NORTH LINE OF THE NORTHEAST QUARTER
OF SAID SECTION 23, A DISTANCE OF 2635.23 FEET TO A GLO BRASS CAP AT THE
NORTHEAST CORNER OF SAID SECTION 23 AND THE POINT OF BEGINNING.

EXCEPT THAT PORTION OF THE SOUTHWEST QUARTER OF SAID SECTION 19 DESCRIBED
AS FOLLOWS:

COMMENCING AT A BRASS CAP FOUND AT THE SOUTH QUARTER CORNER OF SAID
SECTION 19, FROM WHICH AN ARIZONA DEPARTMENT OF TRANSPORTATION BRASS CAP
AT THE SOUTHEAST CORNER OF SAID SECTION 19 BEARS SOUTH 89°28°08” EAST, A
DISTANCE OF 2640.04 FEET; THENCE NORTH 89°28°43” WEST, ALONG THE SOUTH LINE OF
THE SOUTHWEST QUARTER OF SAID SECTION 19, A DISTANCE OF 1482.82 FEET; THENCE
NORTH 00°31°17" EAST, A DISTANCE OF 40.00 FEET TO A HALF IN REBAR AT A POINT ON A
LINE LYING 40.00 FEET NORTH OF AND PARALLEL TO THE SOUTH LINE OF THE
SOUTHWEST QUARTER OF SAID SECTION 19 AND THE TRUE POINT OF BEGINNING;

THENCE CONTINUING NORTH 00°31'17" EAST, A DISTANCE OF 200.00 FEET TO A HALF IN
REBAR AT A POINT ON A LINE LYING 240.00 FEET NORTH OF AND PARALLEL TO THE
SOUTH LINE OF THE SOUTHWEST QUARTER OF SAID SECTION 19; )

‘ THENCE SOUTH 89°28°43” EAST, ALONG SAID LINE LYING 240.00 FEET NORTH OF AND
PARALLEL TO THE SOUTH LINE OF THE SOUTHWEST QUARTER OF SAID SECTION 19, A
DISTANCE OF 200.00 FEET TO A HALF IN REBAR;

THENCE SOUTH 00°31'17" WEST, A DISTANCE GF 200.00 FEET TO A HALF IN REBAR AT A
POINT ON SAID LINE LYING 40.00 FEET NORTH OF AND PARALLEL TO THE SOUTH LINE OF
THE SOUTHWEST QUARTER OF SAID SECTION 19;

THENCE NORTH 89°28'43” WEST, ALONG SAID LINE LYING 40.00 FEET NORTH OF AND
PARALLEL TO THE SOUTH LINE OF THE SOUTHWEST QUARTER OF SAID SECTION 19, A
DISTANCE OF 200.00 FEET TO A HALF IN REBAR AT THE POINT OF BEGINNING;

SITUATE IN THE COUNTY OF MARICOPA, STATE OF ARIZONA.

CONTAINS 1,110.083 ACRES MORE OR LESS. (GROSS)
CONTAINS 1,082.750 ACRES MORE OR LESS, (NET)

NAC\CYPG0000-0002\CYPG00002-\DWG\SV\BALTERRA PROPERTY .doc

DECISIONNO,




SW-20403A-05-0586

FD. AL. CAP

P.0.B.
FD. AL. CAP E. 1/4 COR. SEC. 19, T.2N, FD. D.O.T. B.C.
N.E. COR. SEC. 19, T.2N,, R.6W., LS 36563 UNDER FRESH
R.6W., LS 36563 2004 ‘ CHIP SEEL
—® 395TH | AVE. ® S.E. COR. SEC.
FD. GLO B.C. 4 L1 Y L2 -8' 19, T.2N., R.6W.
N. 1/4 COR. I
SEC. 19, T.2N., S 2g
R.6W. Ml Z e
+0.9 UP FD. AL. CAP E/W 1/4 g
COR. SEC. 24/19, T.2N,, z

®— R.7W./R.6W.

~_FD. B.C. IN HH.

w o LS 36563 2004 S. 1/4 COR.
28 127 EE DETAIL gng 19, T.2N,,
o Sl @ \ AT PAGE 2 LEMME LS 9081
FD. GLO B.C. R & -
N.E. COR. SEC. 24, T.2N., 5 5
R.7W. N.W. COR. SEC. 19: 4 L25 403RD AVE. r N
T.2N., R.6W. UP £0.6 o NB9'28'43"W
g |+ | NO034'30°E 2612.82'
21N 50033 35'v'4 2642.04 8627 30°W
FD. 1/2" REBAR 2642.80" o }~—NB9*27'30
N. 1/4 COR. 5 2644.19
SEC. 24, T.2N., L1
‘ R.7W. L23 i
AT CORNER ¥ |= o~ | NBO'28'45"W
< 1D |y 3—4 | 264217
RN S 2 |
L] N
” £33 HE | SRk S S
FD. 1/2" REBAR, |2 & = $00°32'32"W FD. GLO B.C.IN
N.W. COR. SEC. __a\ L7Is 2642,38' H.H. S.W. COR.
24, T.2N., R7W. L18 /\41"" AVE. |§E7Cv'v 24, T.2N,,
FD. GLO B.C.
y @{w. 1/4 COR. |
—1SEC. 24, T.2N,,
R.7W. DOWN 1.5
L20 BELOW
so w00 2000 PAVEMENT
SCALE: 1°=2000"

D
I

— —

NOTE:
SEE PAGE 2 FOR LINE
TABLE AND LEGEND.

SCALE:
rizo00 BOUNDARY EXHIBIT : w4
1 T 2 FOR A ABBOCIATES W |G o
208 NO.: BALTERRA 7141 East Highland Avenue, Sua 200 "
YRPGOOO? E: 4/05
@ = e

DECISION NO.




“

SW'204O3A'05-0586

. DESCRIPTION .
SADDLE MOUNTAIN UNIFIED SCHOOL DISTRICT PROPERTY
The following description is based on information available from
the Maricopa County Assessors Web Site and Warranty Deeds
Recorded under Recording No.'s 89245589 and 050777775.

The northwest quarter of the northeast quarter and the west half of the northeast
quarter of the northeast quarter of Section 28, Township 2 North, Range 6 West of the
Gila and Salt River Base and Meridian, Maricopa County, Arizona;

Except any portion lying within the dedicated right of way for Indian School Road per
road declaration recorded in Docket 3124, Pages 573-575, Records of Maricopa
County, Arizona; .

Except any portion lying within that property described in document recorded under
Recording No. 870106857 Records of Maricopa County, Arizona.

Contains 57.6 Acres more or less.

PAJFPIO0000002\0600INFOMSVAB0SSY Legal Descriptions\School Description.doc
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Balterra Sewer Corporation
Docket Number SW-020403A-05-0586

RATE DESIGN-WASTEWATER

SW-20403A-05-0586

Schedule CRM-WW-5

Company Staff

‘ Proposed Recommended
Minimum Monthly Flat Charge ' Rates Rates
5/8 x3/4 inch : $70.00 $70.00
3/4 inch 105.00 105.00
one inch 175.00 175.00
1-1/2 inch 350.00 350.00
two inch 560.00 560.00
three inch 1,120.00 1,050.00
four inch 1,750.00 1,750.00
six inch . 3,500.00 3,500.00
Treated Effluent per 1,000 gallons 0.62 0.62
Teated Effluent per acre foot 202.00 202.00
Service Line Charge
Service Line connection Charge . 350.00 350.00
Establishment of Service 25.00 25.00
Establishment of Service (after hours) 40.00 40.00

(collected only if customer is sewer only)
Re-establishment of Service (Within 12 months) x> >
Reconnection (delinquent) after hours 30.00 30.00
After hours service charge per hour 50.00 40.00
Deposit 2x mo. Bill *
NSF Check ' 15.00 15.00
Late Payment Charge (per month on unpaid balance) x
* : Per Commission Rules (R14-2-403B).
** .~ Per Commission Rules (R-14-2-409.G(6)).
** . ~0:~1.50% per month on the unpaid balance monthly.
EXHIRIT B DECISION NO.
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Table 1
DEPRECIATION RATES FOR WASTEWATER SYSTEM
Acct. . ?griziie Annual
Depreciable Plant ) Accrual
No. Life Rate (%)
(Years)
354 Structures & Improvements 30 3.33
355 Power Generation Equipment - 30 3.33
360 Collection Sewers — Force 50 2.00
361 Collection Sewers — Gravity 50 2.00
362 Special Collecting Structures 50 2.00
363 Services to Customers 50 2.00
364 Flow Measuring Devices 10 10.00
365 Flow measuring Installations 20 5.00
366 Reuse Services
367 Reuse Meters and Meter | 30 3.33
Installations
370 Receiving Wells - 30 3.33
371 Pumping Equipment
374 Reuse Distribution Reservoirs
375 Reuse Transmission and | 50 2.00
Distribution System
380 Treatment and Disposal Equipment | 20 5.00
381 Plant Sewers 20 5.00
382 Outfall Sewer Lines 25 4.00
389 Other Plant & Misc Equipment 15 6.67
390 Office Furniture & Equipment 15 6.67
390.1 Computers & Software 15 20.00
391 Transportation Equipment 5 20.00
392 Store Equipment 25 4.00
1393 Tools, Shop & Garage Equipment 20 5.00
1394 Laboratory Equipment 10 10.00
395 Power Operated Equipment 20 5.00
396 Communication Equipment 10 10.00
397 Miscellaneous Equipment 10 10.00
398 Other Tangible Plant ——— N—
EXHIBY DECISION NO.
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COMMISSIONERS e > BRIAN C. MCNEIL

JEFF HATCH-MILLER - Chalirman Executive Director

WILLIAM A. MUNDELL
MIKE GLEASON
. KRISTIN K. MAYES
BARRY WONG ARIZONA CORPORATION COMMISSION
DATE: August 25, 2006

DOCKET NOS.: T-20447A-06-0160
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

CHARLES FORTIER dba A BETTER PAYPHONE CO.
(CC&N/COPT)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

‘ SEPTEMBER 5, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

SEPTEMBER 19 AND 20, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIAN/C. McXEIL

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az. us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-20447A-06-0160
CHARLES FORTIER dba A BETTER PAYPHONE
CO. FOR A CERTIFICATE OF CONVENIENCE DECISION NO.
AND NECESSITY TO PROVIDE CUSTOMER-
OWNED PAY TELEPHONE SERVICE IN THE ORDER
STATE OF ARIZONA.

Open Meeting
September 19 and 20, 2006
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the
Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. On March 13, 2006, Charles Fortier dba A Better Payphone Co. (“Applicant™) filed with
the Commission an application for a Certificate of Convenience and Necessity (“Certificate™) to
provide customer-owned pay telephone (“COPT”) service in the State of Arizona.

2. On March 27, 2006, the Utilities Division (“Staff”) issued a Letter of Insufficiency
and First Set of Data Requests to Applicant.

3. On July 13, 2006, Staff issued a Letter of Administrative Completeness in this docket.

4, On August 4, 2006, Staff filed a Staff Report recommending approval of the
application.

5. In Decision No. 55817 (December 10, 1987), the Commission found that COPT
providers were public service corporations subject to the jurisdiction of the Commission.

6. ' In Decision No. 57797 (April 8, 1992), the Commission adopted A.A.C. R14-2-901
through R14-2-909 to regulate COPT providers.

7. Decision No. 58535 (February 14, 1994) adopted a Generic Tariff that establishes

S:\Bjelland\Telecom\COPT\060160.doc




O &0 NN O AW -

[ NS T NG T NG TR N TR N TR N T G N N R N T e e e T T S = S
0 3 O i R~ WD = OO 0NN N e W= O

DOCKET NO. T-20447A-06-0160

rates and minimum service standards applicable to COPT service.

8. Pursuant to A.R.S. § 40-282, the Commission may issue Decisions regarding COPT
Certificates without a hearing.

9. Applicant has requested that a Certificate be granted and has indicated that it will
provide COPT service pursuant to the rates, terms and conditions specified in the Generic COPT Tariff.

10.  Staff stated that the Applicant has provided a copy of its customer information placard
in compliance with the Generic Tariff.

11.  Staff also stated that certain benefits accrue to the public in the form of increased pay
telephone availability and that issuance of a Certificate is in the public interest.

CONCLUSIONS OF LAW

1. Applicant is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

2. The Commission has jurisdiction over Applicant and the subject matter of the
application.

3. The provision of COPT service in Arizona by Applicant is in the public interest.

4. Applicant is a fit and proper entity to receive a Certificate for providing COPT service
in Arizona.

5. Staff’s recommendation is reasonable and should be adopted.

2 DECISION NO.
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ORDER
IT IS THEREFORE ORDERED that the Application of Charles Fortier dba A Better
Payphone Co. for a Certificate of Convenience and Necessity for authority to provide customer-
owned pay telephone service in Arizona shall be, and the same is, hereby granted.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.

BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj
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DOCKET NO. T-20447A-06-0160

SERVICE LIST FOR: CHARLES FORTIER dba A BETTER PAYPHONE
CO.

DOCKET NO: T-20447A-06-0160

Charles Fortier

24741 Via Del Rio
Lake Forest, CA 92630

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007
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COMMISSIONERS
JEFF HATCH-MILLER - Chairman
WILLIAM A, MUNDELL

MARC SPITZER
‘ MIKE GLEASON
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

BRIAN C. McNEIL
Executive Director

DATE: May 11, 2006
DOCKET NO.: T-03687A-06-0134
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

CENTURYTEL LONG DISTANCE, LLC
(CC&N CANCELLATION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

. MAY 22, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law J udge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

MAY 31 AND JUNE 1, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIAN C cNE17 @/
IVE DIRE

EXECU CTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-03687A-06-0134
CENTURYTEL LONG DISTANCE, LLC, FOR
CANCELLATION OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY TO PROVIDE DECISION NO.
COMPETITIVE RESOLD INTRASTATE TOLL
TELECOMMUNICATIONS SERVICES.

ORDER

Open Meeting
May 31 and June 1, 2006
Phoenix, Arizona

BY THE COMMISSION:

Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:
FINDINGS OF FACT

1. On August 27, 1999, the Commission issued Decision No. 61899 which granted to
CenturyTel Long Distance, LLC (“Applicant”) a Certificate of Convenience and Necessity
(“Certificate™) to provide competitive resold intrastate toll telecommunications services in Arizona.

2. On March 6, 2006, Applicant filed an application to cancel its Certificate.

3. On March 27, 2006, Applicant filed its Notice of Filing Affidavit of Publication.

4. On April 12, 2006, the Commission issued Decision No. 68652 which approved the
application of Applicant’s affiliated company, CenturyTel of the Southwest, Inc. to sell and transfer
its telecommunications assets in Arizona to Hopi Telecommunications, Inc.

5. On May 8, 2006, the Commission’s Utilities Division (“Staff”) filed a Staff Report,
recommending approval of the Application.

6. Applicant has sent a notification letter to its customers and has no outstanding

S:\Bjelland\Telecom\reseller\060134cancel.doc
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DOCKET NO. T-03687A-06-0134

customer deposits.

7. Staff indicated that there are no open complaints, inquiries or opinions concerning
Applicant. Staff reviewed the notice letter sent by Applicant to its customers and found the notice
letter to be consistent with Commission rules and policies.

8. Numerous other carriers in Arizona offer services similar to those that Applicant is
currently certificated to provide.

CONCLUSIONS OF LAW

1. Applicant is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

2. The Commission has jurisdiction over Applicant and the subject matter of the
application. -
3. Notice of the application was given in accordance with the law.

4. The cancellation of Applicant’s CC&N is in the public interest.

5. Pursuant to A.R.S. § 40-282, the Commission may issue this Decision without a
hearing.
6. Staff’s recommendation is reasonable and should be adopted.
ORDER

IT IS THEREFORE ORDERED that CenturyTel Long Distance’s Application shall be, and
hereby is, approved.
IT IS FURTHER ORDERED that CenturyTel Long Distance’s Certificate of Convenience

and Necessity shall be, and hereby is, cancelled.

2 DECISION NO.




' DOCKET NO. T-03687A-06-0134

fam—y

IT IS FURTHER ORDERED that CenturyTel Long Distance’s tariffs on file with the

2 | Commission shall be, and hereby are, cancelled.
3 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
4 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
5
6
7 CHAIRMAN COMMISSIONER
8
9
10 | COMMISSIONER COMMISSIONER COMMISSIONER
11
12 IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
13 hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
14 this day of , 2006.
|
i 15
16 BRIAN C. McNEIL
EXECUTIVE DIRECTOR
17
18
19 |PISSENT
20
21 | DISSENT
22
24
25
26
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SERVICE LIST FOR:
DOCKET NO.: T-03687A-06-0134

Jeffrey W. Crockett
SNELL & WILMER
400 East Van Buren
Phoenix, AZ 85004

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

CENTURYTEL LONG DISTANCE, LLC

"DECISION NO.




O O A BRIAN C. McNEIL
JEFF:IIAL{(I::I;IMAI.— lI-VIEURN-D%lITman ek Executive Director

MARC SPITZER
‘ MIKE GLEASON
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

DATE: April 11, 2006
DOCKET NO: W-01278A-06-0167
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

CLEMENCEAU WATER COMPANY
(CC&N CANCELLATION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
| the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

APRIL 20, 2006
The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

MAY 2 AND 3, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
e .
BRIAN C,McNEI
v

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2027 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
' www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE CANCELLATION OF DOCKET NO. W-01278A-06-0167
THE CERTIFICATE OF CONVENIENCE AND
NECESSITY OF CLEMENCEAU WATER DECISION NO.
COMPANY.

ORDER

Open Meeting
May 2 and 3, 2006
Phoenix, Arizona

BY THE COMMISSION:
*® * * * % * * * * *
Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. On December 9, 2005, the Arizona Corporation Commission (“Commission”) issued
Decision No. 68334 which granted the application of Cottonwood Water Works, Inc. (“Cottonwood™)
for the approval of the transfer of assets to the City of Cottonwood and the Town of Clarkdale
(“Cities™) and for the cancellation of its Certificate of Convenience and Necessity (“Certificate”). In
the course of making the determination in the matter, it came to the Commission’s attention that the
City of Cottonwood had previously acquired Clemenceau Water Company (“Clemenceau”) and that
Clemenceau was no longer providing water service in its certificated area and that there had not been
a Decision to cancel Clemenceau’s Certificate.

2. On March 1, 2006, the Commission’s Utilities Division (“Staff”) filed a
memorandum, attached hereto as Exhibit A, in Docket No. W-01045A-05-0578, stating that the City

of Cottonwood took sole use, possession and ownership of all plant, system and business of

S:\Bjelland\Water\Orders\060167.doc
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DOCKET NO. W-01278A-06-0167

Clemenceau on October 12, 2004, and therefore the Certificate for Clemenceau no longer existed.

3. On March 14, 2006, the Hearing Division of the Commission filed a memorandum
requesting the opening of this docket regarding the administrative closure of Clemenceau’s
Certificate.

CONCLUSIONS OF LAW

1. Clemenceau is a public service corporation within the meaning of Article XV of the
Arizona Constitution and A.R.S. §40-281 et seq.

2, The Commission has jurisdiction over Clemenceau and the subject matter of the
docket.

3. Cancellation of Clemenceau’s CC&N is in the public interest.

2 DECISION NO.




’ DOCKET NO. W-01278A-06-0167
1 ORDER
‘ 2 IT IS THEREFORE ORDERED that this docket shall be, and hereby is, administratively
3 [ closed and the Certificate of Convenience and Necessity for Clemenceau Water Company is hereby
4 I cancelled.
5 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
6 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
7
8
9 CHAIRMAN COMMISSIONER
10
11
12
13 COMMISSIONER COMMISSIONER COMMISSIONER
14 IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive

Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.
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BRIAN C. McNEIL
EXECUTIVE DIRECTOR
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SERVICE LIST FOR: CLEMENCEAU WATER COMPANY
DOCKET NO.: W-01278A-06-0167

Robert V. Kerrick

GALLAGHER & KENNEDY

2575 East Camelback Road

Phoenix, AZ 85016

Steven B. Horton

MANGUM, WALL, STOOPS & WARDEN
100 N. Elden Street

P.O.Box 10

Flagstaff, AZ 86002

James N. Bradley

1785 West Highway 89A, Ste. 2-1
P.O. Box 220

Sedona, AZ 86339

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, AZ 85007

4 DECISION NO.




BRIAN C. McNEIL
Executive Director

COMMISSIONERS
JEFF HATCH-MILLER - Chairman
WILLIAM A. MUNDELL
MARC SPITZER

' K’é}fnﬁ ﬁi?rgs ARIZONA CORPORATION COMMISSION

DATE: March 17, 2006
DOCKET NO: T-03696A-03-0846
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bj elland.
The recommendation has been filed in the form of an Order on:

GLYPHICS COMMUNICATIONS, INC.
(CC&N CANCELLATION)

- Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

MARCH 27, 2006

. The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

APRIL 4 AND 5, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
7/
G NN -
B C McNEI

EXECUTIVE DIRECTOR

- TUCSON, ARIZONA 85701-1347
TON STREET, PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TU
1 WESTASHRE ' www.cc.state.az.us
WWW.CC.Stale.az. b2




O 00 N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-03696A-03-0846
GLYPHICS COMMUNICATIONS, INC. FOR
CANCELLATION OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY TO PROVIDE DECISION NO.
RESOLD LONG DISTANCE

TELECOMMUNICATIONS SERVICES IN THE
STATE OF ARIZONA. ORDER

Open Meeting
April 4 and 5, 2006
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the
Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. Glyphics Communications, Inc. (“Applicant”) has a Certificate of Convenience and
Necessity (“Certificate”) to provide resold long distance telecommunications services in the State of
Arizona pursuant to Decision No. 62236 (January 12, 2000).

2. On November 24, 2003, Applicant filed an application for cancellation of its
Certificate, indicating that it does not have any customers in Arizona.

3. On December 19, 2003, Applicant filed additional information in the docket relatiné
to its request to cancel its Certificate.

4. On February 17, 2004, Staff filed a Staff Report, recommending approval of the

application to cancel Applicant’s Certificate without a hearing.

5. Staff indicated that there are no open complaints, inquiries or opinions concerning
Applicant.
6. Numerous other carriers in Arizona offer services similar to those that Applicant is

currently certificated to provide.

S:\Bjelland\Telecom\reseller\030846cancel.doc 1
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7.

1.

DOCKET NO. T-03696A-03-0846

No Arizona customers will be affected by the requested cancellation.

CONCLUSIONS OF LAW

Applicant is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

2.
application.

3.

4.
hearing.

5.

The Commission has jurisdiction over Applicant and the subject matter of the

The cancellation of Applicant’s CC&N is in the public interest.

Pursuant to A.R.S. § 40-282, the Commission may issue this Decision without a

Staff’s recommendation is reasonable and should be adopted.

2 DECISION NO.




¢ DOCKET NO. T-03696A-03-0846
1 ORDER
. 2 IT IS THEREFORE ORDERED that the Certificate of Convenience and Necessity granted to
3 | Glyphics Communications, Inc. in Decision No. 62236 is hereby cancelled.
4 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
5 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
6
7
8 CHAIRMAN COMMISSIONER
9
10
1 COMMISSIONER COMMISSIONER COMMISSIONER
| 12 IN WITNESS WHEREOF, I BRIAN C. McNEIL, Executive
| Director of the Arizona Corporation Commission, have
‘ 13 hereunto, set my hand and caused the official seal of this
| Commission to be affixed at the Capitol, in the City of Phoenix,
\ 14 this day of , 2006.
® .
16 BRIAN C. McNEIL
17 Executive Director
18
19 DISSENT:
20
21 | DISSENT:
22 || AB: mj
23
24
25
26
‘ 27
28
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SERVICE LIST FOR:

DOCKET NO.: T-03696A-03-0846

Liz Petroni

Regulatory Consultant
CAPITOL HILL CONSULTING
901 N. Crutscher, D358
Newberg, OR 97132

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Emest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

GLYPHICS COMMUNICATIONS, INC.

DECISION NO.




» COMMISSIONERS
JEFF HATCH-MILLER - Chairman
. WILLIAM A, MUNDELL

BRIAN C. McNEIL
Executive Director

MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

DATE: November 18, 2005
DOCKET NO: W-01045A-05-0578
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

COTTONWOOD WATER WORKS, INC.
(TRANSFER OF ASSETS/CC&N CANCELLATION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

NOVEMBER 28, 2005

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

DECEMBER 6 AND 7, 2005

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
L .
B C McNEI

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2827 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01045A-05-0578

COTTONWOOD WATER WORKS, INC. FOR

APPROVAL OF THE TRANSFER OF ASSETS

AND FOR CANCELLATION OF THE

CERTIFICATE OF CONVENIENCE AND

NECESSITY. OPINION AND ORDER

DATE OF HEARING: October 13, 2005

PLACE OF HEARING: Phoenix, Arizona

ADMINISTRATIVE LAW JUDGE: Amy B. Bjelland

APPEARANCES: Mr. Jeffrey Crockett, SNELL & WILMER LLP, on
behalf of Cottonwood Water Works; and
Mr. Keith Layton, Staff Attorney, Legal Division, on
behalf of the Utilities Division of the Arizona
Corporation Commission.

BY THE COMMISSION:

On August 9, 2005, Cottonwood Water Works, Inc. (“CWW?” or “Company”) filed with the

Arizona Corporation Commission (“Commission”) an application for approval of the transfer of
assets (“Application”) to the City of Cottonwood (“Cottonwood” or “City”) and the Town of
Clarkdale (“Clarkdale” or “Town”) and for cancellation of its Certificate of Convenience and
Necessity (“Certificate™).

On September 8, 2005, the Application was deemed administratively complete pursuant to
AR.S. § 41-1074(C). By Procedural Order, a hearing on the Application was scheduled for October
13, 2005.

On September 29, 2005, the Arizona Corporation Commission’s Utility Division Staff
(“Staff”) filed its report on the Application.

Pursuant to the Commission’s Procedural Order, CWW provided notice of the Application

S:\Bjelland\Water\Orders\Cottonwood Water Works 050578.doc 1
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DOCKET NO. W-01045A-05-0578

and the hearing thereon.

On October 13, 2005, a full public hearing was convened before a duly authorized
Administrative Law Judge of the Commission. CWW and Staff appeared with counsel. At the
conclusion of the hearing, the matter was taken under advisement pending submission of a
Recommended Opinion and Order to the Commission.

* * * * * * * * * *
Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. Pursuant to authority previously granted by the Commission, CWW is an Arizona
corporation that is certificated to provide public water service to approximately 4,900 customers in
Cottonwood, Clarkdale and adjacent portions of Yavapai County in Arizona, a map of which is
attached as Attachment A. Exh. A-1.

2. CWW received its Certificate in Decision No. 2769 (May 15, 1926).

3. Cottonwood and Clarkdale are authorized by law and by virtue of separate elections
held on March 13, 2001, and March 14, 2000, respectively, to construct, purchase, acquire or lease
any plant or property devoted to the business or service of a public water utility, either within or
without the corporate limits of the City.

4, Cottonwood Municipal Property Corporation (“Cottonwood MPC”) is a non-profit
corporation organized and existing under Arizona law. Cottonwood MPC was formed to assist
Cottonwood in acquiring and financing public infrastructure and improvements, including financing
the costs of the acquisition of the privately owned water utility systems that serve the residents of the
City.

5. On August 2, 2005, CWW, Cottonwood, Cottonwood MPC and Clarkdale executed an
Asset Purchase Agreement (“Agreement”) whereby Cottonwood and Clarkdale, through Cottonwood
MPC, will acquire the assets of CWW. Pursuant to the Agreement, Cottonwood and Clarkdale are to
serve all existing customers and honor all customer deposits and line extension agreements. Exh. A-

1, Attachment A.

2 DECISION NO.
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DOCKET NO. W-01045A-05-0578

6. On August 9, 2005, CWW filed the Application requesting approval for the sale and

transfer of its water utility assets to Cottonwood and Clarkdale, and for the cancellation of its

Certificate.
7. On September 8, 2005, the Application was deemed administratively complete
pursuant to A.R.S. § 41-1074(C).

8. Pursuant to the Commission’s Procedural Order issued September 14, 2005, CWW
provided notice of the proposed sale and cancellation of its Certificate to its customers by publication
and mail on September 14 and 22, 2005, respectively. In response thereto, the Commission has not
received any objections to the pending transaction.

9. On September 29, 2005, Staff filed its Report recommending the approval of the sale
of assets to Cottonwood and Clarkdale and cancellation of the Company’s Certificate.

10. A full public hearing was convened on October 13, 2005 before a duly authorized
Administrative Law Judge of the Commission. CWW and Staff appeared with counsel. Public
comment was given in support of the Application by Brian Mickelsen, City Manager with the City of
Cottonwood, Doug Von Gausig, Mayor of the Town of Clarkdale, and Steve Horton, City Attorney
with Cottonwood. At the conclusion of the hearing, the matter was taken under advisement.

11. At the hearing, Charles Garrison, President of CWW, testified that a regional water
system is desirable for Cottonwood and Clarkdale, and that Cottonwood and Clarkdale have plans to
invest in substantial infrastructure, including upgrading the fire flow capacity. Mr. Garrison testified
that CWW is current on all of its property taxes. Although the Arizona Department of Environmental
Quality (“ADEQ”) reported that one of CWW’s water systems has major deficiencies for Monitoring
and Reporting Status, Mr. Garrison stated that since July 2005 CWW has proceeded to monitor the
level of disinfection byproducts and the maximum residual disinfection level in the water system and
the results have not exceeded the applicable standard for reporting parameters. Arsenic levels from
one CWW water system exceed the new arsenic standard of 10 micrograms per liter that becomes
effective January 23, 2006; however, Staff stated that Cottonwood and Clarkdale will move

“expeditiously and effectively” to reduce the level of arsenic in their water supplies to levels that

meet the new standard.

3 DECISION NO.
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DOCKET NO. W-01045A-05-0578

12.  Staff testified that granting CWW’s request to transfer all of its assets to Cottonwood
and Clarkdale and cancel its Certificate is in the public interest. Staff recommended that CWW be
required to file with Docket Control notification that the transaction has closed within 30 days of the
date of closing. Staff further recommended that CWW be required to file with Docket Control
notification that all customers’ deposits have been credited within 60 days of the date of closing.

13.  Steve Horton, City Attorney with Cottonwood, gave public comment that the service
area for CWW that is outside of the municipal boundaries of Cottonwood and Clarkdale will be
served by Cottonwood through its municipal water utility. Mr. Horton stated that to the extent there
is contiguous and orderly development outside the municipal boundaries of Cottonwood and
Clarkdale, service could be provided to those areas.

CONCLUSIONS OF LAW

1. Cottonwood Water Works is a public service corporation within the meaning of
Article XV of the Arizona Constitution and A .R.S. §40-281 et seq.

2. The Commission has jurisdiction over Cottonwood Water Works and the subject
matter of the application.

3. Notice of the application was provided in accordance with law.

4. The sale and transfer of Cottonwood Water Works’ water utility assets to the City of
Cottonwood and the Town of Clarkdale will benefit the public interest, and therefore the application
should be approved.

ORDER

IT IS THEREFORE ORDERED that the application of Cottonwood Water Works for
approval of the transfer of assets is hereby granted.

IT IS FURTHER ORDERED that Cottonwood Water Works is authorized to transfer to the
City of Cottonwood and the Town of Clarkdale all of its water utility assets for the provision of
public water service.

IT IS FURTHER ORDERED that Cottonwood Water Works shall file, as a compliance item
in this docket, within 30 days of closing of the transaction, certification that the transaction has been

completed.
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IT IS FURTHER ORDERED that Cottonwood Water Works shall file, as a compliance item
in this docket, within 60 days of the date of closing of the transaction, certification that all customers’
deposits have been credited.

IT IS FURTHER ORDERED that upon certification that all customers’ deposits have been

credited, the Certificate of Convenience and Necessity of Cottonwood Water Works is cancelled.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
CHAIRMAN COMMISSIONER
COMMISSIONER COMMISSIONER COMMISSIONER
IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2005.
BRIAN C. McNFEIL
EXECUTIVE DIRECTOR
DISSENT
DISSENT
AB:mj
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DOCKET NO.: T-03406A-06-0260
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

ESCHELON TELECOM OF ARIZONA, INC.
(FINANCING)
Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the reccommendation of

the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

‘ SEPTEMBER 5, 2006
The enclosed is NOT an order of the Commission, but a recommendation of the

Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

SEPTEMBER 19 AND 20, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIANC. McXEIL

EXECUTIVE DIRECTOR
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BEFORE THE ARIZONA CORPORATION COMMISSION
COMMISSIONERS

JEFF HATCH-MILLER Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-03406A-06-0260
ESCHELON TELECOM OF ARIZONA, INC. FOR
APPROVAL OF ENCUMBRANCE OF ASSETS.

DECISION NO.

ORDER

Open Meeting
September 19 and 20, 2006
Phoenix, Arizona

BY THE COMMISSION:

Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:
FINDINGS OF FACT

1. Eschelon Telecom of Arizona, Inc. (“Eschelon Arizona”) is a Minnesota corporation
that is a subsidiary of Eschelon Operating Company (“Eschelon Operating™), also a corporation
organized and existing under the laws of Minnesota. Eschelon Operating, in turn, is a direct, wholly-
owned subsidiary of Eschelon Telecom, Inc. (“Eschelon Telecom™).

2. On April 19, 2006, Eschelon Arizona filed an application with the Comission
requesting authorization to pledge assets to secure debt obtained by its parent company, Eschelon
Operating, not to exceed $48 million of Senior Second Secured Notes due in 2010. The Commission
already approved a pledge of assets by Eschelon Operationg of $165 million. Eschelon Operating
issued $165 million, then redeemed $40 million, and subsequently issued another $48 million. With
approval of the current request, Eschelon Arizona would have approval to pledge assets to secure a

total of $173 million of Eschelon Operating indebtedness.

S:\Bjelland\Telecom\Financing\060260.doc/
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3. Eschelon Arizona provided the Commission’s Utilities Division Staff (“Staff”) an

affidavit of publication verifying that it published notice of its application in The Arizona Republic, a
newspaper of general circulation in Maricopa County, on May 8, 2006.

4. On July 18, 2006, Staff filed a Staff Report recommending conditional approval of the
application.

5. In this docket, Eschelon Arizona seeks to specify the amount of debt for which
Arizona assets are pledged. Previous decisions have required the procurement and maintenance of a
performance bond secured by assets not otherwise encumbered.

6. The Commission previously authorized Eschelon Arizona in Decision No. 67977 (July
18, 2005) and Decision No. 67885 (June 1, 2005) to pledge its assets to secure the debt of Eschelon
Operating in the amount of $100 million and $65 million, respectively, provided that Eschelon
Arizona obtain a performance bond and that the assets used to collateralize the bond are to remain
unencumbered. Staff states that Eschelon Arizona’s management represents that Eschelon Arizona is
in compliance with this requirement; Eschelon Arizona management also represents that the Arizona
assets represent less than ten percent of the collateral being pledged for this debt. Previous rate cases
indicate the value of Arizona assets to be approximately $4,400,000 (Decision No. 67885), as
compared with the $48 million of debt requested for approval and to be issued by Eschelon
Operating. The obligations of the notes will be guaranteed by operating subsidiaries of each state,
including Eschelon Arizona, and each subsidiary wishes to grant a security interest in its plant and
equipment.

7. Eschelon Operating states that it will use the proceeds of this transaction for general
corporate purposes, which may include repaying indebtedness, increasing working capital, funding
future acquisitions or any other purpose deemed appropriate by Eschelon Operating. Eschelon
Arizona states in its application that this transaction will help Eschelon Arizona to continue to offer
competitive services in Arizona and that it may allow Eschelon Arizona to expand its service offering
and facilities in Arizona.

8. The Staff Report states that Staff’s review of the transaction indicates that it would not

2 DECISION NO.
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impair the financial status of Eschelon Arizona, would not impair its ability to attract capital, nor
would it impair the ability of Eschelon Arizona to provide safe, reliable, and adequate service.

9. Staff states that Eschelon Arizona’s customers have alternative service providers and
would not experience significant harm in the event that the parent has financial difficulties.

10.  Staff states that Eschelon Arizona has no outstanding compliance issues.

11.  Staff concludes that approval of this application assists Eschelon Arizona and
Eschelon Operating to maintain and improve its Arizona operations and to serve Arizona ratepayers.
Staff further concludes that granting authorization to éollateralize the debt is beneficial as it reduces
borrowing costs and does not impair Eschelon Operating’s ability to attract capital or Eschelon
Arizona’s ability to serve its customers.

12.  Staff recommends:

(a) approval of the application provided that Eschelon Operating is in full conformity
with the performance bond requirements established by Decision No. 67885,
(b) authorizing Eschelon Arizona to engage in any transactions and to execute any
documents necessary to effectuate the authorizations granted; and
(c) that the Commission order Eschelon Arizona to file, as a compliance item in this
docket, any available proof of the existence of performance bonds within 90 days of the Decision in
this matter.
CONCLUSIONS OF LAW
1. Eschelon Arizona is a public service corporation within the meaning of Article XV of

the Arizona Constitution, A.R.S. §§ 40-285, 40-301, 40-302, and A.A.C. R14-2-804.

2. The Commission has jurisdiction over Eschelon Arizona and the subject matter of the
application.
3. Authorization of Eschelon Arizona’s pledge of its assets in support of its parent’s debt

issuance is compatible with the public interest.
4, The transaction approved herein will not impair the financial status of the pﬁblic

utility, otherwise prevent it from attracting capital at fair and reasonable terms, or impair the ability
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of the public utility to provide safe, reasonable and adequate service.

5. The guarantee authority approved herein is for lawful purposes within Eschelon
Arizona’s corporate powers, is compatible with the public interest, with sound financial practices,
and with the proper performance by Eschelon Arizona of service as a public service corporation will
not impair Eschelon Arizona’s ability to perform that service.

6. Staff’s recommendations are reasonable and should be adopted.

ORDER

IT IS THEREFORE ORDERED that pursuant to A.R.S. §§ 40-285, 40-301, and AAC R14-2-
804, Eschelon Telecom of Arizona, Inc.’s application for approval to guarantee the debt of Eschelon
Operating Company as set forth in the April 19, 2006 application, and as conditioned herein, is
hereby granted.

IT IS FURTHER ORDERED that Eschelon Telecom of Arizona, Inc. is hereby authorized to
engage in any transactions and/or execute any documents necessary to effectuate the authorization as

granted herein, except that Eschelon Telecom of Arizona, Inc. shall remain in full conformity with

the requirements of Decision No. 67885.

4 DECISION NO.
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IT IS FURTHER ORDERED that Eschelon Telecom of Arizona, Inc. shall file proof of the
existence of performance bonds with Docket Control, as a compliance item in this docket, within 90
days of the effective date of this Decision.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER
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IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.
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Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

800 RESPONSE INFORMATION SERVICES LLC
(CC&N/RESELLER)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

‘ SEPTEMBER 5, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

SEPTEMBER 19 AND 20, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
BRIAN/C. McXEIL

EXECUTIVE DIRECTOR
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF 800 DOCKET NO. T-20381A-05-0493
RESPONSE INFORMATION SERVICES LLC FOR
A CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE COMPETITIVE DECISION NO.
RESOLD INTEREXCHANGE
TELECOMMUNICATIONS SERVICES.

ORDER

Open Meeting
September 19 and 20, 2006
Phoenix, Arizona

BY THE COMMISSION:

Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:
FINDINGS OF FACT

1. On July 12, 2005, 800 Response Information Services, LLC (“Applicant”) filed with
the Commission an application for a Certificate of Convenience and Necessity (“Certificate) to
provide competitive resold interexchange telecommunications services within the State of Arizona.

2. Applicant is a switchless reseller that purchases telecommunications services from a
variety of carriers for resale to its customers.

3. In Decision No. 58926 (December 22, 1994), the Commission found that resold
telecommunications providers ("resellers") are public service corporations subject to the jurisdiction
of the Commission.

4. Applicant has authority to transact business in the State of Arizona.

5. On August 29, 2005, Applicant filed an Affidavit of Publication indicating compliance

with the Commission’s notice requirements.

S:\Bjelland\Telecom\reseller\050493ord.doc
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6. On August 4, 2006, the Commission’s Utilities Division Staff (“Staff”) filed a Staff
Report which includes Staff’s fair value rate base determination in this matter and recommends
approval of the application subject to certain conditions. The Staff Report addressed the overall
fitness of Applicant to receive a Certificate and also addressed whether its services should be
classified as competitive and whether its initial rates are just and reasonable.

7. In its Staff Report, Staff stated that Applicant provided unaudited financial statements
for the three months ending December 31, 2005, which list assets of $295,671, equity of $65,661 and
net income of $16,885.

8. Applicant’s tariff indicates that it does not require deposits from its customers for
services, and does not indicate that Applicant collects advances and/or prepayments from its resold
interexchange customers. If at some future date, Applicant wants to collect advances, deposits and/or
prepayments from its resold interexchange customers, Staff recommended that the Applicant be
required to file an application with the Commission for approval. The application must reference the
decision in this docket and explain the Applicant’s plans for procuring a performance bond.

9. In the event that the Applicant experiences financial difficulties, there will be minimal
impact to its customers because there are many companies that provide resold interexchange
telecommunications service or the customers may choose a facilities-based provider. The Applicant
proposes only to provide “800” toll free telecommunications services. The caller making the “800”
toll free call does not need the ability to dial a 1+ or 101XXXX (dial around) access code. The
Applicant’s customer pays for the call made and received by the customer via the toll-free number
assigned to the customer instead of the caller paying for the call. If the Applicant desires to provide
other telecommunications services than “800” toll free service, Staff recommended that the Applicant
file an application with the Commission and affirm that the Applicant’s customers will be able to
access alternative toll service providers to resellers via 101XXXX access code. In the longer term,
the customer may desire to permanently switch to another provider.

10.  Staff stated that based on information obtained from the Applicant, it has determined
that Applicant’s fair value rate base (“FVRB”) is zero and Applicant’s FVRB is too small to be useful

in a fair value analysis, and is not useful in setting rates. Staff further stated that in general, rates for
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competitive services are not set according to rate of return regulation, but are heavily influenced by
the market. Staff recommended that the Commission not set rates for Applicant based on the fair
value of its rate base.

11.  Staff believes that Applicant has no market power and that the reasonableness of its
rates will be evaluated in a market with numerous competitors. In light of the competitive market in
which the Applicant will be providing its services, Staff believes that the rates in Applicant’s
proposed tariffs for its competitive services will be just and reasonable, and recommends that the
Commission approve them.

12. Commission rules provide pricing flexibility by allowing competitive
telecommunication service companies to price their services at or below the maximum rates
contained in their tariffs as long as the pricing of those services complies with A.A.C. R14-2-1109.
This requires the Applicant to file a tariff for each competitive service that states the maximum rate
as well as the effective (actual) price that will be charged for the service. Any changes to the
Applicant’s effective (actual) price for a service must comply with A.A.C. R14-2-1109, which
provides that the minimum rates for the applicant’s competitive services must not be below the
Applicant’s total service long run incremental costs of providing the services. The Applicant’s
maximum rates should be the maximum rates proposed by the Applicant in its most recent tariffs on
file with the Commission. Future changes to the maximum rates must comply with A.A.C. R14-2-
1110.

13.  Staff recommended approval of Applicant’s application subject to the following:

(@) The Applicant should be ordered to comply with all Commission rules, orders,
and other requirements relevant to the provision of intrastate telecommunications
service;

(b)  The Applicant should be ordered to maintain its accounts and records as
required by the Commission;

(©) The Applicant should be ordered to file with the Commission all financial and
other reports that the Commission may require, and in a form and at such times as the
Commission may designate;

(d)  The Applicant should be ordered to maintain on file with the Commission all
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current tariffs and rates, and any service standards that the Commission may require;

(e) The Applicant should be ordered to comply with the Commission’s rules and
modify its tariffs to conform to these rules if it is determined that there is a conflict
between the Applicant’s tariffs and the Commission’s rules;

® The Applicant should be ordered to cooperate with Commission investigations
including, but not limited to, customer complaints;

(® The Applicant should be ordered to participate in and contribute to the Arizona
Universal Service Fund, as required by the Commission;

(h) The Applicant should be ordered to notify the Commission immediately upon
changes to the Applicant’s name, address or telephone number;

@) If at some future date, the Applicant wants to collect from its customers an
advance, deposit, and/or prepayment, Staff recommends that the Applicant be required
to file such information with the Commission for Commission approval. Such
application must reference the Decision Number in this docket and must explain the
Applicant’s plans for procuring a performance bond;

G The Applicant’s interexchange service offerings should be classified as
competitive pursuant to A.A.C. R14-2-1108;

(k)  The maximum rates for these services should be the maximum rates proposed
by the Applicant in its proposed tariffs. The minimum rates for the Applicant’s
competitive services should be the Applicant’s total service long run incremental costs
of providing those services as set forth in A.A.C. R14-2-1109;

) In the event that the Applicant states only one rate in its proposed tariff for a
competitive service, the rate stated should be the effective price to be charged for the
service as well as the service’s maximum rate

(m) If the Applicant desires to provide other telecommunications services other
than “800” toll free service call, Staff recommends that the Applicant file an
application with the Commission and affirm that the Applicant’s customers will be
able to access alternative toll service providers to resellers via 101 XXXX; and

(n)  In the event the Applicant requests to discontinue and/or abandon its service
area it must provide notice to both the Commission and its customers in accordance
with A.A.C. R14-2-1107.

Staff further recommended that Applicant’s Certificate should be conditioned upon the

Applicant filing conforming tariffs in accordance with this Decision within 365 days from the date of

an Order in this matter, or 30 days prior to providing service, whichever comes first.

15.

Staff recommended that if the Applicant fails to meet the timeframes outlined in
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Finding of Fact No. 14, that Applicant’s Certificate should become null and void after due process.

16.  Applicant will not collect advances, prepayments or deposits from customers.

17.  The rates proposed by this filing are for competitive services.

18.  Staff’s recommendations as set forth herein are reasonable.

19.  Applicant’s fair value rate base is zero.

CONCLUSIONS OF LAW

1. Applicant is a public service corporation within the meaning of Article XV of the
Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

2. The Commission has jurisdiction over Applicant and the subject matter of the
application.

3. Notice of the application was given in accordance with the law.

4. Applicant’s provision of resold interexchange telecommunications services is in the

public interest.

5. Applicant is a fit and proper entity to receive a Certificate as conditioned herein for
providing competitive resold interexchange telecommunications services in Arizona.

6. Staff’s recommendations are reasonable and should be adopted.

7. Applicant’s fair value rate base is not useful in determining just and reasonable rates
for the competitive services it proposes to provide to Arizona customers.

8. Applicant’s rates, as they appear in its proposed tariffs, are just and reasonable and
should be approved.

ORDER

IT IS THEREFORE ORDERED that the application of 800 Response Information Services,
L.L.C. for a Certificate of Convenience and Necessity for authority to provide competitive resold
interexchange telecommunications services, shall be, and hereby is, granted, conditioned upon its
compliance with the requirements as set forth in Findings of Fact Nos. 13 and 14, above.

IT IS FURTHER ORDERED that Staff’s recommendations set forth in Findings of Fact Nos.
13 and 14 above are hereby adopted.

IT IS FURTHER ORDERED that 800 Response Information Services, L.L.C. shall comply
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with the adopted Staff recommendations as set forth in Findings of Fact Nos. 13 and 14 above.

IT IS FURTHER ORDERED that if 800 Response Information Services, L.L.C. fails to meet
the timeframes outlined in Finding of Fact. No. 14 above that the Certificate conditionally granted
herein shall become null and void after due process.

IT IS FURTHER ORDERED that 800 Response Information Services, L.L.C. shall not
require its Arizona customers to pay advances, prepayments or deposits for any of its products or
services.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.

BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj
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SERVICE LIST FOR:
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Robert Cleary

800 Response Information Services, L.L.C.
200 Church Street

Burlington, VT 05401

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Ernest G. Johnson, Director

Utilities Division
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COMMISSIONERS
JEFF HATCH-MILLER - Chairman

BRIAN C. MCNEIL
Executive Director

- WILLIAM A. MUNDELL
'\ MIKE GLEASON
- KRISTIN K. MAYES
BARRY WONG ARIZONA CORPORATION COMMISSION
DATE: August 25, 2006
DOCKET NO.: T-20428A-05-0800
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on: '

GLOBAL TOUCH TELECOM, INC.
(CC&N/RESELLER)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

. SEPTEMBER 5, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

SEPTEMBER 19 AND 20, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
e,
BRIANC. McXEIL

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MIKE GLEASON

KRISTIN K. MAYES

BARRY WONG

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-20428A-05-0800
GLOBAL TOUCH TELECOM, INC. FOR A
CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE RESOLD DECISION NO.
INTEREXCHANGE TELECOMMUNICATIONS
SERVICES.

ORDER

Open Meeting
September 19 and 20, 2006
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the
Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. On October 31, 2005, Global Touch Telecom, Inc. (“Applicant” or “Global Touch™)
filed with the Commission an application for a Certificate of Convenience and Necessity
(“Certificate”) to provide resold interexchange telecommunications services within the State of
Arizona.

2. Applicant is a switchless reseller that purchases telecommunications services from a
variety of carriers for resale to its customers.

3. In Decision No. 58926 (December 22, 1994), the Commission found that resold
telecommunications providers (“resellers™) are public service corporations subject to the jurisdiction
of the Commission.

4. Applicant has authority to transact business in the State of Arizona.

5. On December 1, 2005, Applicant filed an Affidavit of Publication indicating

S:\Bjelland\Telecom\reseller\050800.doc
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DOCKET NO. T-20428A-05-0800

compliance with the Commission’s notice requirements.

6. On July 21, 2006, the Commission’s Utilities Division Staff (“Staff”) filed a Staff
Report which includes Staff’s fair value rate base determination in this matter and recommends
approval of the application subject to certain conditions. The Staff Report addressed the overall
fitness of Applicant to receive a Certificate and also addressed whether its services should be
classified as competitive and whether its initial rates are just and reasonable.

7. In its Staff Report, Staff stated that Applicant provided unaudited financial statements
for the year ending December 31, 2005, which list assets of $5,208,632, equity of $2,172,053 and net
loss of $1,238,846.

8. Applicant’s tariff indicates that it does not require deposits from its customers for
services. If at some future date, Applicant wants to collect advances, deposits and/or prepayments
from its resold interexchange customers, Staff recommended that the Applicant be required to file an
application with the Commission for approval. The application must reference the decision in this
docket and explain the Applicant’s plans for procuring a performance bond.

9. In the event that the Applicant experiences financial difficulties, there will be minimal
impact to its customers because end users can access other interexchange providers via dial around |
service or, in the longer term, the customer may desire to permanently switch to another provider.

10.  Staff stated that based on information obtained from the Applicant, it has determined
that Applicant’s fair value rate base (“FVRB”) is zero and Applicant’s FVRB is too small to be useful
in a fair value analysis.

11.  Staff believes that Applicant has no market power and that the reasonableness of its
rates will be evaluated in a market with numerous competitors. In light of the competitive market in
which the Applicant will be providing its services, Staff believes that the rates in Applicant’s
proposed tariffs for its competitive services will be just and reasonable, and recommends that the
Commission approve them.

12. Commission rules provide pricing flexibility by allowing competitive
telecommunication service companies to price their services at or below the maximum rates

contained in their tariffs as long as the pricing of those services complies with A.A.C. R14-2-1109.

2 DECISION NO.
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This requires the Applicant to file a tariff for each competitive service that states the maximum rate
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as well as the effective (actual) price that will be charged for the service. Any changes to the
Applicant’s effective (actual) price for a service must comply with A.A.C. R14-2-1109, which
provides that the minimum rates for the applicant’s competitive services must not be below the
Applicant’s total service long run incremental costs of providing the services. The Applicant’s
maximum rates should be the maximum rates proposed by the Applicant in its most recent tariffs on
file with the Commission. Future changes to the maximum rates must comply with A.A.C. R14-2-
1110.

13.  Staff recommended approval of Applicant’s application subject to the following:

—
()

(a) The Applicant should be ordered to comply with all Commission rules, orders,
and other requirements relevant to the provision of intrastate telecommunications
service;

._.._.
N =

(b) The Applicant should be ordered to maintain its accounts and records as
required by the Commission;

-
w

—
E=N

() The Applicant should be ordered to file with the Commission all financial and

15 other reports that the Commission may require, and in a form and at such times as the
Commission may designate;
16
(d)  The Applicant should be ordered to maintain on file with the Commission all
17 current tariffs and rates, and any service standards that the Commission may require;
18 (e) The Applicant should be ordered to comply with the Commission’s rules and
19 modify its tariffs to conform to these rules if it is determined that there is a conflict
between the Applicant’s tariffs and the Commission’s rules;
20
® The Applicant should be ordered to cooperate with Commission investigations
21 including, but not limited to, customer complaints;
22 . . . . . .
(g The Applicant should be ordered to participate in and contribute to the Arizona
23 Universal Service Fund, as required by the Commission;
24 (h)  The Applicant should be ordered to notify the Commission immediately upon
’5 changes to the Applicant’s name, address and/or telephone number;
26 @) If at some future date, the Applicant wants to collect from its customers an
advance, deposit, and/or prepayment, Staff recommends that the Applicant be required
. 27 to file such information with the Commission for Commission approval. Such
application must reference the Decision Number in this docket and must explain the
28 Applicant’s plans for procuring a performance bond;

3 DECISION NO.
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DOCKET NO. T-20428A-05-0800

G The Applicant’s intrastate interexchange service offerings should be classified
as competitive pursuant to A.A.C. R14-2-1108;

&) The maximum rates for these services should be the maximum rates proposed
by the Applicant in its proposed tariffs. The minimum rates for the Applicant’s
competitive services should be the Applicant’s total service long run incremental
costs of providing those services as set forth in A.A.C. R14-2-1109;

() In the event that the Applicant states only one rate in its proposed tariff for a
competitive service, the rate stated should be the effective (actual) price to be charged
for the service as well as the service’s maximum rate; and

(m) In the event the Applicant requests to discontinue and/or abandon its service
area it must provide notice to both the Commission and its customers in accordance
with A.A.C. R14-2-1107.

14, Staff further recommended that Applicant’s Certificate should be conditioned upon the
Applicant filing conforming tariffs in accordance with this Decision within 365 days from the date of
an Order in this matter, or 30 days prior to providing service, whichever comes first.

15.  Staff recommended that if the Applicant fails to meet the timeframes outlined in
Finding of Fact No. 14, that Applicant’s Certificate should become null and void after due process.

16.  Applicant will not collect advances, prepayments or deposits from customers.

17.  The rates proposed by this filing are for competitive services.

18.  Staff’s recommendations as set forth herein are reasonable.

19.  Applicant’s fair value rate base is zero.

CONCLUSIONS OF LAW

1. Applicant is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

2. The Commission has jurisdiction over Applicant and the subject matter of the

application.
3. Notice of the application was given in accordance with the law.
4, Applicant’s provision of resold interexchange telecommunications services is in the

public interest.

5. Applicant is a fit and proper entity to receive a Certificate as conditioned herein for

4 DECISION NO.
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DOCKET NO. T-20428A-05-0800

providing competitive resold interexchange telecommunications services in Arizona.

6. Staff’s recommendations are reasonable and should be adopted.

7. Applicant’s fair value rate base is not useful in determining just and reasonable rates
for the competitive services it proposes to provide to Arizona customers.

8. Applicant’s rates, as they appear in its proposed tariffs, are just and reasonable and
should be approved.

ORDER

IT IS THEREFORE ORDERED that the application of Global Touch Telecom, Inc. for a
Certificate of Convenience and Necessity for authority to provide competitive resold interexchange
telecommunications services, except local exchange services shall be, and hereby is, granted,
conditioned upon its compliance with the conditions recommended by Staff as set forth in Findings of
Fact Nos. 13 and 14, above.

IT IS FURTHER ORDERED that Staff’s recommendations set forth in Findings of Fact Nos.
13 and 14 above are hereby adopted.

IT IS FURTHER ORDERED that Global Touch Telecom, Inc. shall comply with the adopted
Staff recommendations as set forth in Findings of Fact Nos. 13 and 14 above.

IT IS FURTHER ORDERED that if Global Touch Telecom, Inc. fails to meet the timeframes
outlined in Findings of Fact. No. 14 above that the Certificate conditionally granted herein shall

become null and void after due process.

5 DECISION NO.
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DOCKET NO. T-20428A-05-0800

IT IS FURTHER ORDERED that Global Touch Telecom, Inc. shall not require its Arizona

customers to pay advances, prepayments or deposits for any of its products or services.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
CHAIRMAN COMMISSIONER
COMMISSIONER COMMISSIONER COMMISSIONER
IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.
BRIAN C. McNEIL
EXECUTIVE DIRECTOR
DISSENT
DISSENT
AB:mj
6 DECISION NO.
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SERVICE LIST FOR: GLOBAL TOUCH TELECOM, INC.

DOCKET NO.: T-20428A-05-0800

Patrick D. Crocker

EARLY, LENNON, CROCKER & BARTOSIEWIECZ
900 Comerica Building

Kalamazoo, MI 49007

Attorney for Global Touch Telecom, Inc.

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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COMMISSIONERS
JEFF HATCH-MILLER - Chairman
WILLIAM A. MUNDELL

BRIAN C. McNEIL
Executive Director

MARC SPITZER
MIKE GLEASON

KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

DATE: April 11, 2006
DOCKET NO: T-04116A-05-0009
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Order on:

ECONODIAL, LLC
(CC&N CANCELLATION)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

APRIL 20, 2006

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

MAY 2 AND 3, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
( /
L N .
BRIAN C,McNEI
IVED

EXECU IRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET, TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-04116A-05-0009
ECONODIAL, LLC FOR CANCELLATION OF
ITS CERTIFICATE OF CONVENIENCE AND DECISION NO.

NECESSITY TO PROVIDE RESOLD LONG
DISTANCE TELECOMMUNICATION SERVICES.

ORDER

Open Meeting
May 2 and 3, 2006
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. Econodial, LLC (“Econodial” or “Applicant”) has a Certificate of Convenience and
Necessity (“Certificate™) to provide resold long distance telecommunications services in the State of
Arizona pursuant to Decision No. 65983 (June 17, 2003).

2. On January 7, 2005, Applicant filed an application for cancellation of its Certificate,
indicating that it does not have any customers in Arizona.

3. On January 18, 2005, the Commission’s Utilities Division (“Staff”) filed a Letter of
Insufficiency and First Set of Data Requests.

4. On February 15, 2005, Applicant filed additional information in the docket relating to
its request to cancel its Certificate.

5. On February 16, 2005, Staff filed a Letter of Insufficiency and Second Set of Data
Requests. This request asked Econodial to provide a copy of the legal notice of the application to

cancel its Certificate in all counties affected by the Application. Service of the Second Set of Data

S:\Bjelland\Telecomireseller\050009cancel.doc/
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DOCKET NO. T-04116A-05-0009

Requests was acknowledged with the signature of Econodial’s Vice President of Regulatory Affairs,
Stanley H. Golove, on the certified mail’s return receipt. Econodial has not filed anything further in
this docket, nor has Staff been able to contact Econodial by telephone since this Second Set of Data
Requests.

6. On March 20, 2006, Staff filed a Staff Report, recommending approval of the
application to cancel Applicant’s Certificate without a hearing. Staff further recommended waiving
the requirement that Econodial file an affidavit of publication that legal notice was provided
statewide to discontinue resold long distance telecommunications services.

7. During 2004, Econodial had approximately 30 customers in Arizona, all of whom
voluntarily changed carriers during that year. Staff stated that Econodial did not send notice to its
customers in Arizona because it had no residential or business customers in the last months of
service. No affiliates of Econodial offer telecommunications services in Arizona.

8. Econodial was not authorized to collect advances, deposits or prepayments and
therefore had no performance bond.

9. Staff indicated that there are no open complaints, inquiries or opinions concerning
Applicant.

10.  Numerous other carriers in Arizona offer services similar to those that Applicant is

currently certificated to provide.

11.  No Arizona customers will be affected by the requested cancellation.
CONCLUSIONS OF LAW
1. Applicant is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

2. The Commission has jurisdiction over Applicant and the subject matter of the
application.

3. The cancellation of Applicant’s Certificate is in the public interest.

4. Pursuant to A.R.S. § 40-282, the Commission may issue this Decision without a
hearing.

5. Staff’s recommendation is reasonable and should be adopted.

2 DECISION NO.
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ORDER

IT IS THEREFORE ORDERED that the Certificate of Convenience and Necessity granted to
Econodial, LLC, in Decision No. 65983 is hereby cancelled.

IT IS FURTHER ORDERED that the requirement that Econodial, LLC file an affidavit of
publication that legal notice was provided statewide to discontinue resold long distance
telecommunications services shall be, and hereby is, waived.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.

BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj

3 DECISION NO.
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SERVICE LIST FOR: ECONODIAL, LLC

DOCKET NO.: T-04116A-05-0009

Stanley H. Golove
Econodial, LLC

50 Broadway, Ste. 1205
New York, NY 10004

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ernest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007
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COMMISSIONERS BRIAN C. McNEIL
JEFFVF\lII‘I\..II-.?:h-IIMI-I\I.- IinEURNb%lllT.lman Executive Director
. MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION
DATE: May 11, 2006
DOCKET NO.: T-20444A-06-0128
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.

The recommendation has been filed in the form of an Order on:
EMPIRE PAYPHONES, INC. aka EPI
(CC&N/COPT)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

' MAY 22, 2006

_ The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

MAY 31 AND JUNE 1, 2006

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive

Director’s Office at (602) 542-3931.
L N .
BRIAN C,McNEI

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-20444A-06-0128
EMPIRE PAYPHONES, INC. a/k/ EPI FOR A
CERTIFICATE OF CONVENIENCE AND DECISION NO.
NECESSITY TO PROVIDE CUSTOMER-OWNED
PAY TELEPHONE SERVICE IN THE STATE OF ORDER
ARIZONA.

Open Meeting
May 31 and June 1, 2006
Phoenix, Arizona

BY THE COMMISSION:
Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. On March 3, 2006, Empire Payphones, Inc. a’k/a EPI (“Applicant”) filed with the
Commission an application for a Certificate of Convenience and Necessity (“Certificate”) to provide
customer-owned pay telephone (“COPT”) service in the State of Arizona.

2. On March 10, 2006, the Utilities Division (“Staff”) issued a Letter of Insufficiency
and First Set of Data Requests to Applicant.

3. On March 31, 2006, Applicant filed its responses to Staff’s Data Requests.

4. On May 1, 2006, Staff filed a Staff Report recommending approval of the application.

5. In Decision No. 55817 (December 10, 1987), the Commission found that COPT
providers were public service corporations subject to the jurisdiction of the Commission.

6. In Decision No. 57797 (April 8, 1992), the Commission adopted A.A.C. R14-2-901
through R14-2-909 to regulate COPT providers.

7. Decision No. 58535 (February 14, 1994) adopted a Generic Tariff that establishes

rates and minimum service standards applicable to COPT service.

S:\Bjelland\Telecom\COPT\060128.doc
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8. Pursuant to A.R.S. § 40-282, the Commission may issue Decisions regarding COPT
Certificates without a hearing.

9. Applicant has requested that a Certificate be granted and has indicated that it will
provide COPT service pursuant to the rates, terms and conditions specified in the Generic COPT Tariff.

10.  Staff stated that the Applicant has provided a copy of its customer information placard
in compliance with the Generic Tariff.

11. Staff also stated that certain benefits accrue to the public in the form of increased pay
telephone availability and that issuance of a Certificate is in the public interest.

| - CONCLUSIONS OF LAW
1. Applicant is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §§ 40-281 and 40-282.

2. The Commission has jurisdiction over Applicant and the subject matter of the
application.

3. The provision of COPT service in Arizona by Applicant is in the public interest.

4. Applicant is a fit and proper entity to receive a Certificate for providing COPT service
in Arizona.

5. Staff’s recommendation is reasonable and should be adopted.

2 DECISION NO.
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IT IS THEREFORE ORDERED that the Application of Empire Payphones, Inc. a/k/a EPI for
a Certificate of Convenience and Necessity for authority to provide customer-owned pay telephone
service in Arizona shall be, and the same is, hereby granted.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

DOCKET NO. T-20444A-06-0128

ORDER

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER
IN WITNESS WHEREOF, I, BRIAN C. MCcNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2006.
BRIAN C. McNEIL
EXECUTIVE DIRECTOR

DISSENT

DISSENT

AB:mj

3 DECISION NO.
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SERVICE LIST FOR: EMPIRE PAYPHONES, INC. a/k/a EPI
DOCKET NO: T-020444A-06-0128
Susan Duggan

Empire Payphones, Inc.
1490 Westfork Drive, Ste. G
Lithia Springs, GA 30122

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Ermest G. Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007
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COMMISSIONERS

RATCH-MILLER - Chai BRIAN C. McNEIL
JEFF HATCH-MILLER - Chairman

Executive Director

WILLIAM A. MUNDELL
@ L= |
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION
DATE: OCTOBER 25, 2005
DOCKET NO: SW-04316A-05-0371
TO ALL PARTIES:

Enclosed please find the recommendation of Administrative Law Judge Amy Bjelland.
The recommendation has been filed in the form of an Opinion and Order on:

ENTRADA DEL ORO SEWER COMPANY
(CC&N)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of

the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

' NOVEMBER 3, 2005
The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Working Session and Open Meeting to be held on:

NOVEMBER 8, 2005 and NOVEMBER 9, 2005

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602)542-4250. For information about the Open Meeting, contact the

Executive Secretary’s Office at (602) 542-3931.
e .
BRIAN C,McNEI
IRE

EXECUTIVE DIRECTOR

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION
COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES
IN THE MATTER OF THE APPLICATION OF DOCKET NO. SW-04316A-05-0371
ENTRADA DEL ORO SEWER COMPANY FOR A
CERTIFICATE OF CONVENIENCE AND DECISION NO.
NECESSITY FOR WASTEWATER SERVICE.
OPINION AND ORDER
DATE OF HEARING: September 16, 2005
PLACE OF HEARING: Phoenix, Arizona
ADMINISTRATIVE LAW JUDGE: Amy Bjelland
APPEARANCES: Mr. Michael W. Patten, ROSHKA, DeWULF &

PATTEN, PLC, on behalf of Applicant; and
Mr. Keith Layton, Staff Attorney, Legal

Division, on behalf of the Utilities Division of
the Arizona Corporation Commission.

BY THE COMMISSION:

On May 24, 2005, Entrada Del Oro Sewer Company (“Company” or “Applicant”), filed an
application for a Certificate of Convenience and Neéessity (“Certificate”) with the Arizona
Corporation Commission (“Commission”) to provide wastewater service to a development known as
Entrada Del Oro, located in Pinal County, Arizona, approximately four miles east of Gold Canyon.

On May 31, 2005 and June 8, 2005, the Company filed Supplements to its application.

On June 22, 2005, the Commission’s Utilities Division Staff (“Staff”) filed a letter notifying
Applicant that its application was administratively sufficient pursuant to the requirements of A.A.C.
R14-2-602(A)(2).

By Procedural Order issued June 24, 2005, a hearing was scheduled to commence on
September 15, 2005.

By Procedural Order issued June 27, 2005, the hearing was rescheduled to commence on

September 16, 2005.

S:\Bjelland\Sewer\Order\Entrada del Oro 050371.doc 1




DOCKET NO. SW-04316A-05-0371

1 On July 21, 2005, the Company filed a Notice of Filing Affidavit of Publication as required
‘ 2 | by the Commission’s Procedural Order of June 24, 2005.

3 On July 27, 2005, the Company filed a Notice of Filing Affidavit of Mailing as required by

4 [ the Commission’s Procedural Order dated June 24, 2005.

5 On August 8, 2005, the Company filed its Approval of Sewer Franchise from Pinal County.

6 On August 11, 2005, the Staff filed its Staff Report in this matter. Staff recommended

7 | approval of the application subject to certain conditions.

8 On September 16, 2005, a hearing was convened before a duly authorized Administrative

9 | Law Judge of the Commission at its offices in Phoenix, Arizona. At the conclusion of the hearing,
10§ the matter was taken under advisement pending submission of a Recommended Opinion and Order.
11 * * sk * * * L3 %k * %
12 Having considered the entire record herein and being fully advised in the premises, the

13 [ Commission finds, concludes, and orders that:

' 14 FINDINGS OF FACT
15 1. Applicant is a corporation formed for the purpose of providing wastewater utility
16 | service to the Entrada Del Oro development, an area consisting of approximately 452 acres, located
17 |lin Pinal County approximately four miles east of Gold Canyon (Ex. A-1). Arizona Water Company
18 §was granted a CC&N to deliver water service to the same development in Decision No. 66235
19 || (September 16, 2003).
20 2. Applicant received a request for service to provide wastewater utility service from the
21 | developer of the Entrada Del Oro subdivision. The developer of the subdivision contacted several
22 | nearby wastewater utility service providers; however, the companies did not indicate interest in
23 | serving the project, which is surrounded by state and federal lands (Ex. S-1 at 1; Tr. at 7).
24 3. Applicant plans to finance the wastewater utility system with $4.4 million of paid-in
25 | capital and $1.9 million in the form of a contribution from Engle Homes, the purchaser of Phase 1,
26 | the first phase of 372 lots (Ex. S-1 at 1; Tr. at 14). Engle Homes is contributing the installation of the
. 27 | on-site collection system for Phase 1 of the development (Ex. S-1 at 1). Applicant anticipates that

28 f collection systems of future phases of the development will be installed and contributed by

2 DECISION NO.
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DOCKET NO. SW-04316A-05-0371

homebuilders (Jd.). Applicant is funding the construction of the treatment facility, building, walls,
landscaping, force main and other improvements (/d.).

4, The proposed facility is a 0.3 million gallons per day Marwood package wastewater
treatment plant (Ex. S-1 at 1; Ex. S-1, Ex. 2 (“Engineering Report”)). Applicant has obtained a
permit from the United States Environmental Protection Agency National Pollutant Discharge
Elimination System that authorizes treated effluent to be disposed of in a dry wash (Ex. S-1 at 1).
The Arizona Department of Environmental Quality (“ADEQ”) approved the proposed on-site
wastewater treatment and disposal system by issuing an Aquifer Protection Permit on May 17, 2005.

5. Pursuant to Section 208 of the Federal Water Pollution Control Act, each state is
required to develop and implement area-wide water quality management plans for pollution control
purboses. The Central Arizona Association of Governments (“CAAG”) has been designated as the
area-wide water quality management planning agency for Pinal County. According to Staff, ADEQ
certified that Applicant’s Entrada Del Oro Water Management System Plan Amendment is consistent
with the CAAG Water Quality Management Plan (Ex. S-1 at 2).

6. Pursuant to the Commission’s rules, Applicant provided five-year projections for plant
values, operating revenues and expenses, and number of customers. Such projections are necessary
to establish rates for new companies due to the lack of historical data. Staff reviewed Applicant’s
projections and recommended that the Commission find that the projected fair value rate base will be
$3,343,970 (Ex. S-1 at 2).

7. Applicant proposed an initial residential flat rate of $70.00. Staff found Applicant’s
proposed residential rate to be reasonable and recommended approval of that rate. Applicant
recommended proposed an initial school service flat rate of $7.00 per student. Staff found $5.60 to
be a more reasonable estimated rate of students’ water use at school and recommended approval of
Staff’s recommended flat rate for school service per student. Applicant’s proposed rates and charges

for initial wastewater service are as follows:

3 DECISION NO.
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DOCKET NO. SW-04316A-05-0371

Company Proposed  Staff Recommended

Residential Service $70.00 $70.00
School Service — Per Student 7.00 5.60
OTHER RATES AND CHARGES
Establishment of Service — Regular Hours $30.00 $30.00
Establishment of Service — After Hours 60.00 60.00
Re-establishment of Service (Wlthm 12 Months) * *
Reconnection — Delinquent 60.00 60.00
Customer Deposit ok *k
Deposit Interest 3.50% *E
NSF Check Charge 35.00 25.00
Late Payment Penalty — Per Month 1.50% 1.50%
Deferred Payment Interest — Per Month 1.50% 1.50%
Main Extensions/Additional Facilities Cost Cost
Revenue Taxes & Assessments wokx *okk

* Per A.A.C. R14-2-603(D) — Months off system times the minimum charge.

** Per A.A.C. R14-2-603(B)

*** Per A.A.C. R14-2-608(D)

8. Based on its review, Staff recommended that the Commission grant the Company’s

Application for a Certificate to provide wastewater services, subject to the following conditions:

(a) The Company must use the depreciation rates delineated in Table 1 of Staff’s

Engineering Report;

(b)  The Company must file documentation with Docket Control by December 31,

2007, which demonstrates that the system is in service;

(c) The Company must charge Staff’s recommended rates and charges;
(d) The Company must file a permanent rate application in its sixth year of

operations, using the fifth year as the test year; and

(e) The Company must file documentation of the date service is first provided

within 30 days of that date.

CONCLUSIONS OF LAW
L. Applicant is a public service corporation within the meaning of Article XV of the
Arizona Constitution and A.R.S. §40-281 et seq.
2. The Commission has jurisdiction over Applicant and the subject matter of the
application.

4 DECISION NO.
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DOCKET NO. SW-04316A-05-0371

3. Notice of the application was provided in accordance with law.

4. There is a public need and necessity for wastewater utility service in the proposed
service territory as set forth in Exhibit A attached hereto.

5. Applicant is a fit and proper entity to receive a wastewater CC&N to include the
service area more fully described in Exhibit A attached hereto, subject to compliance with the
conditions set forth above.

6. Staff’s recommendation for approval of the application is reasonable and should be

adopted.
ORDER

IT IS THEREFORE ORDERED that the application of Entrada Del Oro Sewer Company for
a new Certificate of Convenience and Necessity to provide wastewater service to the area in Pinal
County, Arizona, as described in Exhibit A attached hereto, is approved subject to the conditions and
requirements recommended by Staff, as set forth above.

IT IS FURTHER ORDERED that Entrada Del Oro Sewer Company shall use the depreciation
rates delineated in Table 1 of Staff’s Engineering Report.

IT IS FURTHER ORDERED that Entrada Del Oro Sewer Company shall file documentation
with Docket Control by December 31, 2007, which demonstrates that the system is in service.

IT IS FURTHER ORDERED that Entrada Del Oro Sewer Company shall charge Staff’s
recommended rates and charges.

IT IS FURTHER ORDERED that Entrada Del Oro Sewer Company shall file a permanent
rate application in its sixth year of operations, using the fifth year as the test year.

IT IS FURTHER ORDERED that Entrada Del Oro Sewer Company shall file documentation
with the Commission’s Docket Control of the date service is first provided, within 30 days of that

date.

5 DECISION NO.
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DOCKET NO. SW-04316A-05-0371

IT IS FURTHER ORDERED that failure by Entrada Del Oro Sewer Company to comply with
Staff’s recommendations within the specified time frames set forth above, will render the Certificate

null and void.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
CHAIRMAN COMMISSIONER
COMMISSIONER COMMISSIONER COMMISSIONER
IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2005.
BRIAN C. McNEIL
EXECUTIVE DIRECTOR
DISSENT
DISSENT
6 ‘ DECISION NO.
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SERVICE LIST FOR:
DOCKET NO.:

ENTRADA DEL ORO SEWER COMPANY

SW-04316A-05-0371

Michael W. Patten

ROSHKA HEYMAN & DeWULF
One Arizona Center

400 East Van Buren Street, Ste. 800
Phoenix, AZ 85004

Christopher Kempley, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Ernest Johnson, Director
Utilities Division

| ARIZONA CORPORATION COMMISSION

1200 West Washington Street
Phoenix, Arizona 85007
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COMMISSIONERS s
JEFF HATCH-MILLER - Chairman AT BRIAN C. McNEIL
WILLIAM A. MUNDELL tts2) Executive Director
MARC SPITZER S
. MIKE GLEASON
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

October 25, 2005
TO: ALL PARTIES OF RECORD

RE: Entrada Del Oro Sewer Company — CC&N
DOCKET NO. SW-04316A-05-0371

The Recommended Order in the above captioned matter that was mailed to you on
October 19, 2005, inadvertently omitted Exhibit A.

Please find enclosed Exhibit A of the Recommended Order. The deadline for filing
exceptions is unchanged.

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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EXHIBIT A

‘ LEGAL DESCRIPTION
o ENTRADA DEL ORO
‘ PINAL COUNTY, ARIZONA

Government Lots 1, 2, and 3, the Southeast quarter of the Southwest quarter, the Southeast ' |

quarter of the Northwest quarter, the Northeast quarter of the Southwest quarter, the South half of

the Northeast quarter, the Northeast quarter of the Northwest quarter, and the North half of the

Northeast quarter of Section 30, Township 1 South, Range 10 East, of the Gila and Salt River

Base and Meridian, Pinal County, Arizona, described as follows:
|
|

Commencing at the Southwest corner of Section 30, said point being a found G.L.O. brass cap,

thence North 0 degrees 52 minutes 48 seconds East, 1319.82 feet along the west line of Section

30 to the Southwest comer of GLO Lot 3, said point being the POINT OF BEGINNING;

thence North 0 degrees 52 minutes 48 seconds East, 1319.82 feet to the West quarter corner of

Section 30, said point being a found G.L.Q. brass cap; :

thence North 0 degrees 51 minutes 03 seconds East, 2641.20 feet to the Northwest corner of

Section 30; .

thence South 89 degrees 03 minutes 34 seconds East, 2788.95 feet to the North quarter corner of’

Scction 30;

thence South 89 degrees 03 minutes 34 seconds Fast, 263